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SUMMARY 


The National Council of Welfare published a table of welfare 
incomes for 1986 in a report entitled Welfare in Canada: The 
Tangled Safety Net. The current report is an update of welfare 
incomes for 1989. It also includes one additional household 
type - a single person with a disability - along with a single 
employable person, a single-parent family with a child aged two 


and a two-parent family with two children aged ten and 15. 


The incomes presented in this report include basic and 
special welfare benefits as well as federal child benefits, the 
federal refundable sales tax credit, and provincial benefits where 
appropriate. Even with these extra amounts, welfare incomes still 
fall well below the poverty lines for all four household types in 
all provinces. What is particularly disturbing is the depth of 
poverty - that is, the size of the gap between welfare incomes 


and the poverty lines. 


This report also explains and updates the figures on allowable 
levels of liquid assets and earnings exemptions. The limits on 
liquid assets have not changed significantly since the publication 
of The Tangled Safety Net. However, there have been important 
changes to earnings exemptions as provinces search for measures 
that encourage recipients to move off welfare and join the paid 


labour force. 
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What is Welfare? 


Social assistance or welfare is the income program of last 
resort in Canada. It provides financial assistance to individuals 
and families whose resources are inadequate to meet their needs 


and who have exhausted other avenues of support. 


Most welfare in Canada comes under the Canada Assistance Plan, 
a co-operative venture that allows the cost to be shared equally by 
the federal government and the provinces and territories. Although 
people talk about welfare as a single entity, there are really 12 
welfare systems in Canada - one in each province and territory. 
Some would say there are hundreds of welfare systems, because of 
the leeway allowed to municipalities which run welfare programs 


in Nova Scotia, Ontario and Manitoba. 


Despite the fact that each of the 12 main welfare systems is 
adifferent, they have many common features. They have complex rules 
which regulate all aspects of the system, including eligibility 
for assistance, the rates of assistance, the amounts recipients 
are allowed to keep from outside earnings, and the way in which 
applicants and recipients may question decisions regarding their 


cases. 


Eligibility 


Eligibility for welfare is based on some general rules, ona 
determination of fixed and liquid assets, and on a shortfall in 


household income as measured by a "needs test." 


Applicants must qualify for assistance on the basis of rules 
which vary widely throughout the country. For example, applicants 
must be of a certain age (usually between 18 and 65). Full-time 


students of post-secondary educational institutions may qualify for 


assistance only if they meet specified conditions. Single parents 


must try to secure any court-ordered maintenance support to which 


they are entitled. Individuals who are disabled require medical 
certification of their conditions. Strikers are not eligible in 
most jurisdictions. Immigrants must try to obtain financial 


assistance from their sponsors. 


Applicants must also be eligible for assistance on the basis 
of their fixed and liquid assets. The value of their assets cannot 
exceed certain levels. Otherwise, applicants are considered to be 
self-reliant or potentially self-reliant because they can convert 


their fixed assets into liquid assets. 


Rules vary regarding the treatment of fixed assets. In most 


provinces, the value of a principal residence and personal effects 
such as furniture and clothing are considered exempt. Most 
provinces exempt the value of a car, although some jurisdictions 
take into consideration factors such as the need for a private 
vehicle and the availability of public transportation. Property 
and equipment required for employment are generally considered 
exempt. In Alberta, however, there is a three-month limit to the 


exemption after which approval for an extension is required. 


In Quebec, the value of personal property cannot exceed $1,500 
in the case of an individual and $2,500 in the case of a family 
under the new Work and Employment Incentives Program. The limits 
are $2,500 for an individual and 85,000 for 4 family under the 
Financial Support Program. In Saskatchewan, personal property 
with a value of $500 or less does not have to be converted to cash. 
Yukon may require personal property that is deemed not essential 
to health, welfare or rehabilitation to be used as collateral for 


a loan or to be converted into liquid assets. 


The limits on liquid assets (cash, bonds, securities that are 


readily convertible to cash, and the cash value of life insurance) 


are shown in Table 1 that begins on the next page. The amounts 


vary by household size and employability. 


All jurisdictions differ with respect to their treatment of 
assets in trust. Several provinces, including New Brunswick and 
Saskatchewan, exempt a certain portion of the cash surrender value 
of life insurance. The City of Halifax (for people 65 and older) 
and the Province of Ontario (for Family Benefits recipients) exempt 


designated amounts intended for funeral expenses. 


Provinces and territories set their own maximum allowable 
liquid assets. If they want to qualify for cost-sharing, however, 


the amounts cannot exceed the maximums set by Ottawa. 


The federal maximums on liquid assets are: 


* $2,500 for a single person and $3,000 when an individual 


is aged or disabled. 


x §5,000 for a person with one dependent (spouse or child) 
and $5,500 when the applicant or spouse is aged or 
disabled. 


* an extra $500 for the second and each additional 


dependent. 


* an additional amount where this has been placed ina 
special fund or trust for purposes that the province 
considers to be socially important - for example, the 
education of a child or the purchase of equipment to 


overcome a disabling condition. 
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The liquid assets permitted by most provinces and territories 
do not reach the federal maximums. Only Ontario allows applicants 
to have liquid assets that match federal levels, although 
Newfoundland, Nova Scotia and Alberta permit the maximum levels 
for people with disabilities# In@fact] the@levels in Table 1 are 
almost identical to the 1986 levels presented in The Tangled Safety 
Net. This means that provinces had not changed their levels of 
allowable liquid assets for at least three years. Federal 


guidelines were last changed in July 1980. 


The maximums allowed by Ottawa and the provinces are very low 
and require individuals to be poor before they are eligible for 
financial aid. Disabled individuals in particular have expressed 
concern about the fact that these levels do not allow them to have 
a small "personal safety net" which they can use in the event of 


an emergency or special need. 


The determination of fixed and liquid assets is part of the 
needs test. Under this test, the needs of a household for food, 
clothing, shelter and other essential items are calculated - using 
criteria for need as determined by provincial and territorial 
governments. Special needs items, if they are deemed essential 
to daily living or are required for a regularly recurring need, 


are generally included in this calculation. 


The household income from various sources is identified. 
Some income, such as family allowances, the federal child tax 
credit and the federal sales tax credit, is normally considered 
exempt; it is not calculated as income available for the support 
of the applicant. Income from other sources such as employment, 
pensions and unemployment insurance is considered as income fully 


Or partially available for support of the household. 


Saskatchewan does not exempt family allowances. Quebec 


exempts government transfers, including family allowances and the 


federal child tax credit, in the calculation of benefits, but takes 


them into account when setting the rates of assistance. 


Total non-exempt income is subtracted from the total needs of 
the household. Applicants qualify if the household’s needs exceed 
its resources or if there is a budget surplus that is insufficient 
to meet the cost of a particular special need such as medications 


or disability-related equipment. 


The needs test is the central eligibility criterion required 
by the assistance provisions of the Canada Assistance Plan. The 
law authorizes the federal government to share 50 percent of the 
costs of welfare benefits - but only on behalf of households that 


qualify on the basis of need. 


The needs test has a significant impact upon the shape of the 
welfare system. The test is fairly "intrusive." Applicants must 
reveal a significant amount of financial and personal information. 
A large bureaucracy is required, and individual welfare workers 


have room to make discretionary judgments. 


By contrast, eligibility for other income support programs 
such as the federal refundable child tax credit and Guaranteed 
Income Supplement for seniors is determined by an income test. 
This is a simpler and more objective test based on income alone, 
not assets or needs. Eligibility for the refundable child tax 
credit, for example, is based on net family income as reported 


on income tax returns. 


In summary, applicants are eligible for welfare if they 
qualify on the basis of certain general rules, if their assets 
fall within the guidelines on fixed and liquid assets, and if 


their needs exceed the resources available to them. 


Rate f Assistance 


Every province and territory uses a different method of 
calculating basic social assistance, which generally includes food, 
clothing, shelter, utilities, and an allowance for personal and 


household needs. 


Applicants and recipients may be eligible for extra assistance 
if they have special needs such as medication, prosthetic devices, 
technical aids and equipment, special clothing or dental care. 
Assistance may be provided as cash or “in kind" in the form of 


vouchers, goods or services. 


Sometimes applicants require assistance only for a special 
needs item, because they are able to provide for other basic 
needs from their own resources. In such a case, the province 
or territory may grant the specific amount that the particular 


household requires. 


Every province and territory has a list of special needs for 
which it will provide extra assistance. In some cases, only a 
portion of the cost of a particular item is paid. For example, 
the province may reimburse a certain percentage of dental costs, 


and the recipient is expected to pay the remaining amount. 


In Ontario, municipalities may make special assistance 
available for households that require financial help only for 
designated special needs. The fact that municipalities in that 
province are not required to make such assistance available has 


created hardship for many low-income individuals and families 
with special needs. 


All across Canada, assistance for special needs is granted 
at the discretion of welfare workers, who determine whether the 


household qualifies. Discretion is both a strength and weakness 


of the welfare system. On the one hand, welfare recognizes the 
fact that individuals may have on-going or one-time special needs 
for which they require assistance. On the other hand, a person 
with special needs may be considered eligible for extra assistance 


by one welfare worker, but not by another. 


Discretion is neither inherently good nor bad. It can be 
positive in that it allows welfare workers to make a decision on 
the basis of an individual case and to "bend the rules" where 
required. At the same time, it can give rise to variable 


treatment among recipients, even within the same community. 


Table 2 presents a national picture of estimated welfare 


incomes for 1989. The incomes are for the basic needs of four 


household types: a single employable person, a single disabled 
person, a single-parent family with one child aged two anda 


two-parent family with two children aged ten and 15. 


These rates must be interpreted with caution. They are 
estimates of what a particular family or single person might 
receive in a given province. Because welfare is such a highly 
individualized program of income support, every recipient is 


potentially eligible for a different amount of financial assistance. 


It is especially important to understand the derivation of 
the social assistance figures in Column 1. These figures are 


both maximum and minimum amounts. 


They are maximum amounts in that they represent the highest 
level of welfare that a designated province will provide to a 
given household unit for its basic living needs. Recipients might 


actually receive any amount up to and including that maximum level. 


At the same time, these figures are minimum amounts in that 


they do not include any of the special needs assistance to which 


a given household may be entitled. Only the "automatic" forms 

of special assistance - for example, the Christmas allowance in 
British Columbia or the winter clothing allowance in Yukon - have 
been included in this table. These extra amounts are indicated 


in Column 2 and are identified in the accompanying footnotes. 


Basic Social Assistance 


Column 1 represents the basic social assistance to which 
eligible households are entitled. Basic assistance generally 
includes an amount “for food, clothing, shelter, utilities, and 


personal and household needs. 


In order to ensure to the greatest extent possible the 
comparability of the data, a number of assumptions were made in 
calculating basic assistance. These assumptions involve the size 
of a municipal area, two-tier welfare systems, the employability 


of the recipients, accommodation and rate increases. 


a. large municipal area 


The rates of social assistance are for the largest municipal 
area in the province or territory. The shelter component of basic 
assistance may vary by region. Assistance may increase in more 
remote parts of a province or territory in order to compensate for 
higher living costs in those areas. For example, a supplementary 
fuel allowance is granted to recipients in Labrador when the cost 
of heat is not included in the rent. A northern districts 
Supplement is available under General Welfare Assistance in 
Ontario. Manitoba and Saskatchewan provide a northern food 


allowance. The food rates in the Northwest Territories vary 
by region. 


b. two-tier welfare systems 


Nova Scotia, Ontario and Manitoba have two-tier welfare 
systems. This means that the provincial government assumes 
responsibility for certain recipients (generally those considered 
to be unemployable) while municipal governments are responsible 
for other categories of recipients (generally those considered 


to be employable). 


In Nova Scotia and Manitoba, municipalities set their own 
levels of assistance. The welfare rates for single employable 
recipients and two-parent households in Table 2 are for Halifax 
and Winnipeg. Rates for these households may vary in the other 


municipalities in these two provinces. 


Ontario also has a two-tier welfare system, but municipalities 
must conform to a standard set of provincial rates for basic 
welfare assistance. There is wide variation, however, with respect 
to the provision of special assistance, which is the sole 


responsibility of Ontario municipalities. 


c. employability of recipients 


Short-term rates of assistance (which are generally lower than 
long-term rates) were assigned to single employable individuals in 
all jurisdictions. In fact, in some provinces such as British 
Columbia, single employable persons are eligible for assistance 
for one month only, after which they must renew their applications. 
In order to "annualize" the rates presented in Table 2, it was 
assumed that these people started receiving welfare in January 
1989 and remained on assistance throughout the entire year, even 
though many recipients would not actually have been eligible on 


such a "long-term" basis. 


Single disabled persons, by contrast, generally qualify for 
long-term rates of assistance. In Ontario, they are eligible for 
benefits under the Guaranteed Annual Income System for the Disabled 
(GAINS-D) program. In Alberta, disabled applicants may qualify 
for benefits under one of two programs - social assistance or 
Assured Income for the Severely Handicapped (AISH). The rates 
in Table 2 are for the social assistance program, although the 
corresponding rate of assistance for persons with severe and 


permanent disabilities is indicated in the accompanying footnotes. 


In most cases, the single-parent family was assigned higher 
rates of assistance. It was generally presumed that this family 
was unemployable because of the young age of the child (two years). 
However, classification of the single-parent family actually varies 
throughout the country, and this variation is reflected in the 


cailculationsmeinsTables2; 


In January 1989, Saskatchewan introduced a measure declaring 
that single employable parents are not required to seek employment 
or take training if they choose to remain at home to care for a 
child under one year of age. These parents are considered to be 
temporarily unemployable and are not referred to jobs or training 


unless they request it. 


In Alberta, single parents with one child over the age of four 
months are considered able to work. As a result, they receive 
lower rates of assistance for the first three months than if they 


were classified as unemployable. 


Single parents in New Brunswick and Quebec receive the 
benefits paid under the employability enhancement programs in 
these provinces - the Upgrading, Training and Placement Program 
and the Work and Employment Incentives Program, respectively. 
The employability enhancement programs provide lower rates of 


assistance than long-term welfare programs. 


Finally, the two-parent family with two children was 
considered to be employable for the purposes of these calculations. 
If, for some reason, the family was unemployable (for example, the 
family head was disabled), it would be eligible for higher rates 
of assistance. 


d. accommodation 


Table 2 considers welfare recipients to be renters rather 
than homeowners. It also assumes that there was no sharing of 
accommodation. In some provinces, such as Quebec and Ontario, 
rates of assistance are reduced when unrelated individuals share 
housing. Under the Work and Employment Incentives Program for 
employable persons recently introduced in Quebec, for example, the 
monthly assistance cheques of two households sharing accommodation 


are reduced by $89 each. 


Where shelter allowances do not include the cost of utilities, 
the latter were added to the shelter rates. Maximum allowable 
shelter rates were employed for all jurisdictions. A problem arose 
while trying to do calculations for the Northwest Territories, 
because there is no maximum rate scale for shelter. Actual rents 
are paid and these vary widely in the North. As a result, no rates 
of assistance are provided for the Northwest Territories in Table 2 
because a maximum amount would not necessarily be representative of 


what most individuals actually receive. 


e. rate increases 


This analysis looks at welfare incomes for 1989. Because rate 
increases take effect at varying times in different provinces (and 
sometimes not at all), we decided to calculate welfare incomes on 


the basis of one complete calendar year. Increases made throughout 


the course of 1989 were incorporated at the appropriate times. The 


accompanying footnotes identify when the rate changes were made. 


For example, rates in Prince Edward Island were increased 
on April .i,.1989, as well as.on.July 1 of that (yearns uebenefats 
were changed in Quebec as of August 1, 1989, as a result of the 
implementation of new income security legislation. The figures for 
Quebec are based on the former system of social aid from January 1 
through July 31,-1989, and upon the new system of ,income «security 
from August 1 through December 31, 1989. The increases which took 
effectsin Ontarioxson October 1, 1989 ;,0as paxt sofla packagesot 
reforms announced by the provincial government in response to the 


recommendations of the Transitions report, were included as well. 


Nova Scotia, Saskatchewan and Alberta did not increase their 
rates of assistance in 1989, but Nova Scotia had a general increase 


in December 1988. 


Special Assistance 


Two kinds of assistance may be provided for special needs. 
First, there are regularly recurring needs within certain groups, 
such as people with disabilities. Second, there are "one-time" 
special needs which are determined case by case. One-time special 
needs include such items as funeral expenses, moving costs or 


emergency home repairs. 


Decisions to provide either type of special assistance are 
made by individual welfare workers. In some cases, approval is 


required from an administrator, director or designated professional 
such as a doctor. 


Because it is impossible to know whether individuals actually 


receive special assistance and because the amount and type of help 


they do receive vary by individual, these extra amounts have not 
generally been included in the calculation of estimated welfare 


income. 


Special assistance has been incorporated in Column 2 of Table 
2 only when it is "automatically" provided to certain recipients. 
Examples of special assistance include: extra assistance for 
disabled persons in Newfoundland and Prince Edward Island; 
a clothing allowance for families with children in Ontario; 
and a lump-sum Christmas allowance and newly introduced winter 
clothing allowance for all recipients in Yukon. The accompanying 
footnotes explain the nature of the special assistance item in 


each jurisdiction. 


Family Allowances 


Federal family allowances are indicated in Column 3. These 
are standard throughout the country except in Alberta, which varies 
the amount of the allowance according to the age of the child, and 
in Quebec, which varies the allowance on the basis of family size 
and age. In addition to the federal allowance, Quebec provides a 
supplementary family allowance. This amount is incorporated in 


the calculations for child-related benefits in Column 5. 


Provinces normally consider family allowances as exempt income 
in the calculation of welfare benefits. The only exception to 
this practice is Saskatchewan, which deducts the value of family 
allowances from welfare payments. The province claims that its 
family rates are comparable to other provinces, because family 
allowances are taken into account in the setting of welfare rates. 
The rates of assistance presented in Column 1 for the two 
households with children have been reduced by the appropriate 


amount of family allowance for Saskatchewan. 


hild Tax Credi 


The federal refundable child tax credit is indicated in 
Column 4. The credit goes to families of low and middle incomes 
with children under 18. Families with very low incomes get a 
prepayment of the credit each year before Christmas and the rest 


when they file their income tax returns in the spring. 


The figures in Column’ 4 consist of "the *portionvof the 1986 
credit that was received after tax returns were filed in the spring 
of 1989 plus the prepayment of the 1989 tax credit received late 
in 1969. 


The calculation includes the supplement to the child tax 
credit for low-income families with children under the age of seven 


which do not have receipted child care expenses. 


Child-Related Benefits 


Child-related benefits refer to additional benefits that some 
provinces provide to low-income families with dependent children. 
Quebec provides a family allowance over and above the federal 
family allowance. Quebec also makes available a special allowance 
to families with very young children that do not deduct child care 
expenses from their income taxes. The Allowance for Young Children 


has replaced the Availability Allowance. 


Under the Child-Related Income Support Program (CRISP), 
Manitoba provides a non-taxable benefit of $30 a month per child 
to families whose net income falls below $11,817. There are also 
asset limits for qualification. For the single-parent family on 
provincial welfare, the CRISP benefit has been included in the 
rates of assistance. For the two-parent family on municipal 


welfare, it is indicated separately as a child-related benefit. 


The Family Income Plan (FIP) in Saskatchewan provides 
non-taxable cash assistance for eligible families with dependent 
children under 18 years of age. Maximum benefits are $100 a month 
for each of the first three children and $90 a month for the 
fourth and subsequent children. This amount is not presented 
as a separate entry in Column 5 because the province includes 


it in the rates. of assistance for famibies on welfare! 


Sales Tax Credit 


The federal refundable sales tax credit is indicated in 
Column 6. The 1988 value of the credit has been used in these 
calculations because this is the amount that individuals and 
families would have actually received when they filed their 
income tax returns in 1989. The credit was worth $70 per adult 
and $35 per child. 


Provincial Tax Credits 


The tax credits in this table now are limited to the Sales 
and Property Tax Credits in Ontario. Welfare recipients in Quebec 
are no longer eligible for the Real Estate Tax Refund. The Alberta 
Renter Assistance Credit that was included in The Tangled Safety 
Net calculations no longer exists. The Assistance for the 
Reduction of Rental Costs in New Brunswick is indicated as an 


additional benefit rather than a tax credit. 
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Adequacy of Rates 


Table 3 compares the welfare incomes in Table 2 with the 
low income cut-offs of Statistics Canada. It makes it clear that 


welfare rates in most provinces were grossly inadequate mn 2969. 


The National Council of Welfare uses the low income cut-offs 
as its measure of poverty. They represent levels of gross or 
pre-tax income where households have to spend a disproportionate 
amount of their incomes (58.5 percent or more) on the necessities 
of Life. 


Some governments argue that the cut-offs are an imperfect 
measure of poverty when it comes to welfare incomes, because social 
assistance payments are not taxable. A family with Si77000min 
welfare income might be in the same relative financial position as 
a working poor family with $20,000 in earned income which has to 
pay federal and provincial income taxes, contributions to the 


Canada or Quebec Pension Plan and unemployment insurance premiums. 


On the other hand, it is clear from Table 3 that these 
distinctions are largely academic. Most welfare households have 


incomes that do not even begin to approach the poverty line. 


At the present time, there are two sets of low income 
cut-offs in active use. One set is commonly known as the 1978 
base lines, because it is based on consumer spending patterns 
that were surveyed in 1978. The second set is known as the 1986 


base lines and is based on spending surveyed in 1986. 


Column 1 of the table shows welfare incomes for different 
types of households in the ten provinces in 1989. Neither of the 
territories is included in this table because they are specifically 


excluded from the surveys used to generate the cut-offs. 


Column 2 indicates the 1978 base poverty lines. Although the 
National Council of Welfare considers these lines out of date, they 
are presented here to allow comparisons with the poverty lines used 
in The Tangled Safety Net. The poverty gap - or difference between 
total income and the poverty lines (1978 base) - is indicated in 
Column 3. Column 4 represents total welfare income as a percentage 
of the poverty line (that is, welfare income divided by the poverty 


line). 


The poverty lines in Column 5 are the 1986 base lines. They 
are somewhat higher than the 1978 base lines, but they are a more 
accurate measure of poverty. Columns 6 and 7 show the poverty gap 
and welfare income as a percentage of the poverty lines using the 


1986 base low income cut-offs. 


Welfare incomes for single employable people were by far the 
least adequate, ranging from 24 percent to 66 percent of the 
poverty line (or 25 percent and 70 percent using the 1978 base). 
Benefits for single disabled people fell between 43 percent and 
77 percentaot the poverty ~lanc (48 percent and 81 percent using 
the 1978 base). 


Welfare incomes for single-parent families ranged from a 
low of 50 percent to a high of 75 percent of the poverty line 
(57 percent and 82 percent using the 1978 base)%> Finally, the 
incomes of two-parent families with two children fell between 
44 percent and 78 percent of the poverty line (44 percent and 
80 percent using the 1978 base). 


On the whole, the adequacy of benefits has not improved 


significantly since the calculation of rates in The Tangled 
Safety Net. 
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PARE CUAs 


The inadequacy of welfare rates is compounded by the fact 
that benefits are not regularly adjusted for increases in the cost 
of livingy *Pricr to its reform of the ancome security system, 
Quebec used to index its welfare rates every January. Under the 
new system of income security, it is uncertain whether Quebec 
will index its rates for all recipients. There are no statutory 
indexation provisions for the Work and Employment Incentives 
Program intended for employable recipients (although the province 
may decide to make ad _ hoc increases and already did on January 1, 
1990). The benefits provided to unemployable recipients under 


the Financial Support Program will continue to be indexed. 


Nova Scotia used to adjust its benefits in June and December 
of every year, but only for recipients of long-term assistance 
(Family Benefits recipients). Nova Scotia has recently removed 
the statutory obligations to index benefits. These will now 
be subject only to regular review and will be adjusted ona 
discretionary basis, by an amount determined by the provincial 


cabinet. 


It is important to recognize that most provinces have 
increased their rates of assistance. The problem lies in the fact 
that provinces are not required to do so. Prince Edward Island, 
for example, has been approving increases in welfare rates equal 
to the increases in the cost of living. However, the changes are 
at the discretion of the provincial cabinet and are not guaranteed 


by law. 


There have been improvements in some rates. For example, 
the welfare income of single employable persons in Quebec has gone 
from 23 percent of the poverty line in 1986 to 34 percent in 1989 
(calculations based on the 1978 poverty lines). This improvement 
was due primarily to the new system of income security which was 
implemented in August 1989. The reform eliminated the former 


age-based disparity in which single employable persons under age 


30 received considerably less than single employable persons over 


30 ($195 a month and $517 a month, respectively, in January 1989). 


While Quebec's increase is a positive step, the question as 
to whether there has been real improvement is almost academic. 
The absolute income of single employable recipients has increased, 
but the depth of their poverty remains profound. They tstibplL fant 
well below the poverty lines, and they now are exceptionally poor 
rather than exceedingly poor. In fact, many of the recipients 
under age 30 may have lost their benefits altogether because of 
the parental contribution and shared accommodation provisions 


introduced through income security reform. 


In general, an overly technical analysis with respect to 
marginal improvements in the poverty gap and slight improvements 
in welfare income as a percentage of the poverty line may actually 
detract from the key point made evident by Table 3: Welfare 
incomes fall well below poverty lines for all family types in 
all provinces. 


Welfare and Average Incomes 


The inadequacy of the financial support provided by social 
assistance is also evident when measured against average incomes. 
Welfare provides only a small part of the income that most 


Canadians would consider normal or reasonable. 


Table 4 on the next page compares the welfare incomes of our 
four typical households with average incomes for the appropriate 


household type in each province. 


The averages are 1989 estimates by the National Gouncil of 
Welfare based on data collected by Statistics Canada in the 1988 
Survey of Consumer Finances. For the single employable person 
and the single disabled person, we used average incomes in each 
province for unattached people under the age of 65.@ Bor single 
parents, we used the average incomes of female single parents 
with one child, the same family type used in our other tables. 
Unfortunately, the size of the sample was too small to be reliable 
in all provinces except New Brunswick, Quebec, Ontario and Alberta. 
For the two-parent family, we used the average incomes of ail 
couples with two children. In Prince Edward Island, the sample 


size for this family was too small to use. 


Table 4 makes it clear that welfare incomes are far below 
average. A single employable person on welfare received from 
17 percent to 42 percent of the average income received by single 
people under 65. The disabled person on welfare got 27 to 49 
percent of the average. The partial information on single parents 
shows that they had 50 to 60 percent of the average income of all 
single-parent mothers with one child. The two-parent family on 


welfare had between 24 and 34 percent of average incomes. 
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Earnings Exemptions 


The figures in the tables above do not take into account the 
fact that welfare income may be increased by personal earnings. 
Each province and territory allows welfare recipients to retain 
a certain amount - a flat-rate sum and/or a percentage of net 
earnings - without any reduction in their welfare cheques. Nova 
Scotia and Manitoba have earnings exemptions based on gross rather 
than net earnings for recipients of provincial social assistance. 


Ontario switched from gross to net earnings in October 1989. 


These extra amounts were not included in the tables because 
it is not certain that recipients would actually increase their 
incomes by these levels. They may be unable to work or unable to 


find employment. 


Allowable earnings exemptions in each province and territory 
are presented in Table 5. It can be seen that these vary by family 
size and employability. Some provinces also recognize child care 


expenses in the calculation of allowable earnings. 


While provinces and territories are free to set their earnings 
exemption levels, they are expected to fall within federal 
parameters. Prior to October 1985, the federal government would 
not allow cost-sharing for provincial earnings exemptions which 
exceeded the following levels: for a single person, the greater of 
$95 or 25 percent of the amount of social assistance to which the 
person would be entitled if he or she had no income; for a family, 
the greater of $190 or 25 percent of social assistance plus the 
family allowance and child tax credit benefits to which the 


household would be entitled if it had no income. 


In 1985, the federal government made special provision for 
cost-sharing in welfare programs with enhanced earnings exemptions. 
The initiative is part of the "four-corner agreements" involving 
the federal Ministers of Health and Welfare and Employment and 
Immigration and their respective provincial and territorial 
counterparts. The purpose of these agreements is to promote 
thespartticipatton of employable welfare recipients in the 


labour market. 


Enhanced earnings exemptions are important because they 
provide a means for welfare recipients” to’ improve 2(at™ least 
marginally) the quality of their lives. These exemptions also 
encourage individuals to get experience in the labour market 


and to gain sufficient confidence to leave the welfare system. 


More generous earnings exemptions can be a positive measure 
- but only if they supplement rather than replace adequate welfare 
benefits. The new Work and Employment Incentives Program in 
Quebec, for example, has an elaborate scale of earnings exemptions 
which complement assistance benefits. While these exemptions were 
intended to provide an incentive to work, they could be employed 
in the future as an alternative to increases in the rates of 


assistance. 


In effect, earnings exemptions are being used increasingly 
throughout the country as a means of reducing government 
contributions to welfare benefits and of increasing the personal 
contribution which recipients make toward their own support. It 
will be important to ensure in the future that enhanced earnings 


exemptions do not gradually become a replacement for rate 


increases. 


eues 


,(00TS jo uotjduexe ATYyjuOW 
wnut xew ) ‘yquow e 002s Oo. 
dn owoout eTqemo[TTe jo juseozed 
OS ‘satttwuezy peAotdweun 704g 


(o7ps FO uotjduexe ATYyjuOW 
unutxew) ‘/yjuow e ogs oj dn 
Quwoout eTqeMoTTe fo yusozed Og 
‘poeXAoTdweun ere OYUM SjTNpe A049 


aTqeAoT dug 


,-CUTIeae Ys eye 
uotjaduexe shutuzee ou ‘syjuoU 
XTS Yxou ZOZF sabhem jo yuedsrzed 
Ol pue soueqjstsse uo syjuoWw xXTS 
4saty rox sobem you Jo juseorzed OZ 


yjuow e O6TS Of dn ’(s)zrEequou 
peTqestp UAT AT Twez IO 


yquouw 
e G6s 03 dn ‘ATNpe peTqestp 204 


(STTS FO 
uotidwexe ATYyUOW wnUTxew) YRUOU 
2 o00zsS of dn pue yjuow e OES 
ZOAO BUODUT aeTqeMoTTe Jo jusedrzed 
0S + O€S y48aTzZ ‘QuUewAOTdWeUN 
ueyy XTaey AO suoseer IO J 
eoueqstsse Tetoos uo sot{Ttwuejy TOY 


(gg¢s 30 uotjduexa 
Atyjuow wnutxew) yjuow e ogg OF 
dn pue O0€§$ ASAO BUODUT SeTqeMoTTe 
JO qyueozed og + o€S ‘(AITTTAUSSTD 
Hutrpnrtoxe ) juewXkoTdwoeun 
ueyy TeyWO suoseer Lot 
eoueqstsse Tetoos uo syTnpe A207 


STqeAo T dweuyn 


T uddOLoO JO SW STSAAT NOILdGWaXd SONINAVA A‘THLNOW 


G ATavb 


,PuUeTSI 
paempy ooutiad 


PUL TPUNOFMOEN 


ATtTuey yuerzed 
L‘9 
-OM} B@ ZOZ OGS$ ‘fjuezed oeTbuts 
zo wuosxzed oT5uts e 20F OSS 


"uOTSUS Xd 
@TQeMoTtTte ue UTM syquouw 
XTS ZXOJF uotjdwuexe QOZTS Suz AOFJ 
aTqQthtTe eze soetttwez etqeAo Tdus 
quezed-oay, ive spat Uy. ue) 
ZOJ OOTS pue sy zUOW OMA FOF OOS 
Jo yunowe ATyjuoW TeUoT Tppe 
ue Aq peseezout exe ATtwejs e AOFJ 
suotjdwexq ‘syquow OM} TOF OOTS 
Jo junowe ATyjuow TeUOCT ITppe ue 
Aq uoszed suo AOS peseerouTt 21e 
guotiduexe ‘Tetjuejod juewAoTdue 
ybty Hbutaey se pejzeubtsep 
ueeq sey yuetdtoezt e o228UM 


Attwez 0072S 


uoszed atTbuts osts 
sATTweF OOTS 
,uoszed eTbuts oss 


STqecoTaug 


AT Twez 
9 
etTbuts Ioj OOTS 


pue uoszed 


ATtwey OOS 

uoszed eTbuts Osts 

ysebem ssorz6 jo 

jueozed cz + o0o0zs ‘SeTtTtTwey A0d 
yseben ssozb jo juse07ed 


GZ + OOTS ‘uoszed oeTbuts 204g 


STqedoTdwueuyn 


oaqendg 


yotTMsunIgG MON 


e2T}0O0S BACON 


(pP,3009) G HIAVL 


petTqestp-uou 
pezeptsuoo Attwezy uoszed-om} 
Z0Z (OGTS FO uotyduexs wnutTxeu) 
sseoxe go juseczed 0% + swooutT 
peuzea Atyquow fo o¢s 384Td 


petqestp 
-uou pezeptTsuod pToyesnoy uoszed 
-euo TOF (GLY uotAdwexe wnuTxew) 
sseoxe jo yuecozed 0oZ + swoout 
peuzeo Atyquow fo ¢zg 4sAzT4 


werboirg 

ol 
uotqejuewetTddns ehem ut pet Toszue 
esoyui rt0F OOTS ‘Y}ZUOW ke GOTS 


AT Tues 
quezed-eTbuts e z0z shutuzes su 
JO GLIS zeAO YUedred OZ + GLTS 


AT Tues 
quezed-om} e Z0Z sbhutuzres jou 
JO OGI$ AeAO YUedred OZ + OSTS 


uoszed eTbuts e z0js shuturzese 
qeu JO GL$ TeAO ZUSsoOAed OZ + GLS 


STqeAoy aug 


petqestp 
se petztsseypo ATtwmegz uoszed 
-OM} XOF (G7ZS uoTAduexe wnutTxew) 
sseoxe jo yueozed OZ + swoout 
peuzeo Atyquow fo G7zis 4s4td 


uoszed petTqestp etbuts 
105 (OSTS uotjdwexe wnutxeu) 
sseoxe jo jyuecorzed 02 + swoout 
peuzea AtTyquow fo oOOTtg 484td 


suosazed poedkotdua 
-~JTes pue sjuepnqs ‘sqjueottdde 
pet Toszue AT Meu Tot zeak e 
0098 03 dn yjuow e ogg ‘sbutuzee 
ATyRuow ssoirb TO queorzed 
O€ TO peyTOM ANOY Yyoee AOF sjuso 
OL ‘YQuUow e Ogg jo szazeeTb euL 


AT Tuez 
juezed-etTbuts e zoy shutuzes seu 
TO CPIG. ten0. 2Ue01ed (OC faci iS 


Azetotyoueq peTqestp euo 4sesT 
ze uataM Attwez roxy sHhutuzee jou 
JO Sgtg zeao Aueozed OZ + GEIS 


uoszed 
petqestp eTbuts zoz shutuzes jou 
JO O9T$ TEeAO AUusorZed OZ + O9TS 


STqecoTdmeun 


7 quemedorexses 


,eqo3TUeW 


oF 7e3U0 


(Pp, 4009) G ATEN 


aues 


,souTuree jeu go juseozed 
GZ + OOTS FO UoTIdwexe ATYyjUOW 
‘etqeAotduea st woyhm fo 9suU0 
{seoeT }e pue peTqestp st woym Fo 
euou ‘sjuepuedep ezow 1O BuO pue 
qRuetdtoezr e yyTM spToysesnoy A204 


-jjunowe sty butpesoxe 
shHhuturee jou jo juseozed 


GZ + OSS FO uot jdwexe ATYyjuOU e 
‘uoszed etqeAotdue eTbuts e r0¥g 


ours 


Sa TqeAd7, aug 


(sjuepuedep) oots 


(squepuedep ou) oss 


(uotyzduexe 
sHhutuzese peoueyue eu WOT F 
4Atyeueq ptnom AeyA Ft atqeAotdue 
se peTtTytssetsoert oq oO} asooYyo 
Kew squetto etqeAotdweun) uoszed 
petqestp eTbhuts zoF OOTS ‘YyRUOCU e 
oss ‘uoszed etqedotdweun ue 104g 


OO€$ ZeAO shutuzes uo uotjduexe 
qjueored of ‘OOES PUe TOZS UsEeMjeq 
sHhutuzee Fo jyuedzed Gz ‘o00zsS pue 
9ITS usemaeq shutuzes jo queozed 
os ‘STIS 03 dn shutuzes FO Z00T 


STqexo [ dweuyn 


SOTIOITAAOL 
YSOMUATON 


etquntTo) ystitid 


e1IEqTW 


(P,3U0D) SG ATAVL 


uotjzeqzodsuezy r0F YRuOU 
e ¢zs pue HutyjyoTO zoy yRuou e 
S¢Z7$ FO soUeMOTTe ZUSWAOTAUS SUT 
-[T[Tnzy e peptaoarad eze seeAoTdue 
SUTA-TInZF ‘TSsAeMOH * (3YeomM ~ ke 
sznou oz uey} ezow) jueuAoTdwe 
eUTA-TTInZJ wory swooutT You uo 
uotjdwexe shutuzes ou st se79UL 


aTqexoyT aug 


STetTzejzew 
Aqqoy zo syyerotTpuey Fo eTes worzz 
atTdnoo petazazew e TOF OGS ‘uoszed 
eTbuts e AOZF Gzs ‘JeYrAeU aANoOdeT 
au} wory suotTsnToOxe jueuewrzed 104 


ezou xo eeay, so ATTwejy e 
OJ YRUOW e GTS pue OMA FO ATTwWeFZ 
e@ OJ yjuOW e OTS ‘uosazed eTbuts 
e ZOoZJ yRUoW e Gg 20 sjuepuedep 
pue queottdde ue uTe UT OU 
04 Azesseoou squeweatnbearz oTseq 
JO swe4ytT FO TejIOF 9YyR FO jueozed 
¢z butpeeoxe jou jnq sbutuzese jou 
JO jueored OG FO ze eerH ayy st 
quewAoTdue eut3—-jazed uo uotjduexe 
sbhutures ‘(yeon e sznoy 0Z 
ueyj ezow) JuewAoTdwue euwty-TINg 
worty euooUuT yeu Uo UOT IduUSexe ON 


STqeAoTaweun 


UOYNA 


(p,300D) G ATAVh 


‘QquOOUT Jeu FO UOT JeETNOTeO sy} UT pejonpsep sq Mou Aew 

soesuedxe ered pTtyo zZOF JuNnowe uy ‘“swoout ssozH jou pue ewuoout yeu Jo stseq sy uo 
peqetnoteos mou eze shuturzese ‘uot itTppe ul ‘pehueyo useeq eaey jueuoduos ebejueorzed 
eu pue jUuNoUe 93er-RZeETFI SY YRZOQ ‘wzoFet By OF zotid ezem AsyR ueyR snozeueb 

eazow ere suotjydwuexe eu, ‘6861 19qO7F00 UT OTIe UO Aq peounouue (dais) wesrborg 
quowdkoTduq o3 sqzoddng ey} so Zaed se peonpozjuT e19M suotjduexe sbhuturzes esau, 


, butzedrorzzed-uou, 70 ,STQeTTeae-uou, ,“STQeTTeae, se peTsTsselo suoszed oj Atdde 
uotjdwexe shutuzee jo sTeAeT JueTeFsjtq ‘werborq seat jusoul quowfoTduyq pue YAOM 3 
UTURTM ,Sjuedtotjazed, se petsjtsse[To sjuetdtoer 10F suotjdwuexe sbhuturzes ey o7e sseuL 


‘werhoag seAtjueour jyuewAoTdwuq pue yAOM Sy ASpuN pszeTNoTeo 

@Zem Ssjuetdtoez etqeXkoTdue zozZ suotjduexe sTTYyM wezborzg 4yxoddng [Tetoueuty syj zepun 
pejwetnojteo sem squetdtoez etqeAotTdueun 1z0z uotjduexe ey, ‘“oeqend ut UOTIeETSTHET 
Ajtanoes swuoout Mau ey YIM peonporjUT eT9EeM |TSYy pe zeoTputT suotjduexs euL 


*xeJTTeH Jo ATO ey AOZ suOoT duexe sbhutures ey ote SSeuL 


*(unututu saznoy 
OOT) jyuewAoTdwe swt z-T TNF FO yAuow 4FSaATF 9yy AF uotjduexe yoeem-ANOF e@ ST SATOUL 


‘seHhem FO OSS 4ASATF 9A 
deoy Aew ‘deotpuey Tequow e YyATM suoszed butpntout ‘sdoyusyiom pezeqjtTeus jo saouTtTezyz 


‘syujUOW SAT NOeSUOD ZI ATOZ YoxTew AnoqeT ey wozF Juesqe ssouy 
Oj} Se [TEM se eouRqstTsse Hutysoenbez oj szotad quewXkoTdue ewty-T[nNJ 7O Jueueuzed 
ut pebefue useeq jou sAeYy OYM STeNPTATpUT OF Atdde suotjdwexe sbhutuzes esseyuL 


‘quowkoTdue exejzTepun 03 rEeqAA4TSAqeq e eazty OF Azesssoou ST YT FT (suot zonpep 


pe jerterz-yz0m Azostndwuoo of uot {tTppe ut) seoTazes ezeo pTTYyo zoF YAUOW e o0zs Of 
dn fo uotjoOnpep ey ytwzed TTTM pueTpunojmen ‘shutuzee Jeu FO uoTAeTNoOTeO ey UL 


G a1GVL OL SSLON 


‘uotTidwexe shutuzee pooueyue ey} TOF STQTHTTe ostTe 

eaze suoszed petqestq ‘potzed zeeA-eery 2 UT SOWT ZT UeYy sTOW OU poUTeTO oq Aeuw 
uotjdwexe peoueyue ey, ‘etqeXoTdwe pezeptsuoo sjuetdtoer Jo ewooutT peuzee Syy OF 
Atuo settdde suotjdwexe ejer-jeTJ ATeAo Queorzed Gz Fo uotjidwexs shuturzee peoueyus euL 


-ezey pejeotput eze spToyesnoy 


uoszed-om} pue uoszed-suo Ajtuo ‘ezts Attwezy Aq ATCA STSASBT uotjduexe shutureg 
*qjuewAoTdue 

PeTIeETeS worZ swoout sAtoder Koy} owt oy worzz uotyduexe sHuturzes oy Of pet 3tijue 
eae ‘yserju0o Aq ‘AzoHe eo petqestp ey} ut sjuetdtosy “syquow sATANoOSsSuOD 8ery4y 


Hhutpecerd ey 4seet je TOF oouejstsse Tetoos fo ydytecez ut useq saey Aosyq ze qFe 
ATuo sTenptatput etqedotdue AT{tnz oj AtTdde oezrsy pe zeotTput suotjduexe shutuzes ouL 


“TOVOSeATTP EU} JO UOTJEeTOSTp 9YyA 4e pez jtTwazed oq Aew 

sesuedxe zeyjo pue ezeo Aep ‘soyjoTO YOM AOF JuNowe ue ‘souerNsut quewAoTdueun 
pue ueTd uotTsueg epeued se YyoONSs suOoT ANqTA,UOD psezeTSeT-YAOM TOF SuUOTIONPSP 

0} uotatppe ur ‘fedtuutm go A4TO eyA Aq peptAaorzd suotjdwexe oyq e7e sSsoUuL 


"QUoOO0UT Jou FO UOT eETNOTeO ey 
ut ‘azed pTTyo Hutpntout ‘sesuedxe pej,eTez-yYAIOM FO UOT ONpSep Sy SMOTTE eGo ITUeN 


"eT 


Kea 


otek 


SOT 


The Need for Reform 
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Welfare in Canada: The Tangled Safety Net called for reform of 
the welfare system in Canada and set out 55 recommendations for 


improvements. These proposals were based upon five fundamental 
principles. simplification, accessibility, equity, adequacy and 


due process. 


Since the publication of the report, there have been many 
changes to welfare systems throughout the country. In some 
provinces, welfare reform has genuinely attempted for untangle or 
improve the safety net. In other provinces, *reform" has been 
directed toward shrinking the safety net - encouraging recipients 
to leave the welfare rolls and tightening up the eligubi hiey 


Criteria. 


The National Council of Welfare is currently preparing a 
report which examines the shape that welfare reform has taken in 
different parts of the country. The report will explore the extent 
to which various provincial welfare initiatives have moved toward 
or, in some cases, further away from the ideals offsinpilircrty, 


adequacy and fairness. 
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NATIONAL COUNCIL OF WELFARE 


The National Council of Welfare was established by the 
Government Organization Act, 1969 as a citizens’ advisory body to 
the Minister of National Health and Welfare. Its mandate is to 
advise the Minister on matters pertaining to welfare. 


The Council consists of 21 members, drawn from across 
Canada and appointed by the Governor-in-Council. All are private 
citizens and serve in their personal capacities rather than as 
representatives of organizations or agencies. The membership of 
the Council has included past and present welfare recipients, 
public housing tenants and other low-income citizens, as well as 
lawyers, professors, social workers and others involved in 
voluntary service associations, private welfare agencies, and 
social work education. 


Reports by the National Council of Welfare deal with a 
wide range of issues on poverty and social policy in Canada; 
including: income security programs, medicare, poverty lines and 
poverty statistics, the retirement income system, the aged, tax 
reform, the working poor, children in poverty, community economic 
development, women and poverty, employment policy, single-parent 
families, social services, nutrition, community organizing ;echiid 
welfare, poor people’s groups, legal aid/legal services, low- 
income consumers, poverty coverage in the press and welfare 
reform. 
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SUMMARY 


This report is the third of its kind by the National Council 
of Welfare. It estimates welfare incomes for the year 1990 for 
four types of households: a single employable person, a single 
person with a disability, a single-parent family with a child aged 
two, and a two-parent family with two children aged ten and 15. 
Similar estimates were published in Welfare in Canada: The Tangled 
Safety Net and Welfare Incomes 1989. 


All three reports show that welfare incomes in all parts of 
Canada fall well below the poverty line. They also represent only 


a small fraction of average incomes. Welfare Incomes 1990 shows 


explicitly for the first time that many welfare recipients have 
seen their benefits decline in value over the years because of the 


lack of automatic cost-of-living increases in basic welfare rates. 


By themselves, income data cannot really describe the plight 
of the estimated 1.9 million Canadians who survive on the 
inadequate allowances paid by governments. Many thousands of 
children from welfare families go to school hungry. Many thousands 
of people with disabilities face disproportionately larger problems 
because of the additional expenses related to their disabilities. 
Many thousands of single people ana families live in substandard 
housing. Others cut back on food to be able to afford more livable 


accommodations. 


The National Council of Welfare will have more to say about 
these problems in a future report on welfare reform. Meanwhile, 
we hope that our rigorous, if somewhat bloodless methodology for 
calculating welfare incomes will help dispel some of the cruel and 


unjustified myths about people on welfare. 


What is Welfare? 


Social assistance or welfare is the income program of last 
resort in Canada. It provides financial assistance to individuals 
and families whose resources are inadequate to meet their needs and 


who have exhausted other avenues of support. 


Welfare is paid under the terms of the Canada Assistance Plan, 
an arrangement that allows the cost to be shared by the federal 
government and the provinces and territories. Although people talk 
about welfare as a single entity, there are really 12 welfare 
systems in Canada - one in each province and territory. Some would 
say there are hundreds of welfare systems, because of the leeway 
allowed to municipalities which run welfare programs in Nova 


Scotia, Ontario and Manitoba. 


Despite the fact that each of the 12 main welfare systems is 
different, they have many common features. They have complex rules 
which regulate all aspects of the system, including eligibility for 
assistance, the rates of assistance, the amounts recipients are 
allowed to keep from outside earnings, and the way in which 
applicants and recipients may question decisions regarding their 


cases. 


Eligibility 


Eligibility for welfare is based on some general rules, ona 
determination of fixed and liquid assets, and on a shortfall in 


household income as measured by a "needs test." 


Applicants must qualify for assistance on the basis of rules 
which vary widely throughout the country. For example, applicants 


must be of a certain age (usually between 18 and 65). Full-time 


students of post-secondary educational institutions may qualify for 
assistance only if they meet specified conditions. Single parents 
must try to secure any court-ordered maintenance support to which 
they are entitled. Individuals who are disabled require medical 
certification of their conditions. Strikers are not eligible in 
most jurisdictions. Immigrants must try to obtain financial 


assistance from their sponsors. 


Applicants also must meet requirements concerning their fixed 
and liquid assets. The value of their assets cannot exceed certain 
levels. Otherwise, applicants are considered to be self-reliant or 
potentially self-reliant because they can convert their fixed 


assets into liquid assets. 


Rules vary regarding the treatment of fixed assets. In most 
provinces, a principal residence and personal effects such as 
furniture and clothing are considered exempt. Most provinces 
exempt the value of a car, although some jurisdictions take into 
consideration factors such as the need for a private vehicle and 
the availability of public transportation. Property and equipment 


required for employment are generally considered exempt. 


The limits on liquid assets (cash, bonds, securities that are 
readily convertible to cash, and the cash value of life insurance) 
are shown in Table 1 that follows. The amounts vary by household 


size and employability. 


Provinces and territories set their own maximum allowable 
liquid assets. If they want to qualify for cost-sharing, however, 


the amounts cannot exceed the maximums set by Ottawa. 


The federal maximums on liquid assets are: 


* $2,500 for a single person and $3,000 when an individual 


is aged or disabled. 


* $5,000 for a person with one dependent (spouse or child) 
and $5,500 when the applicant or spouse is aged or 
disabled. 


* an extra $500 for the second and each additional 


dependent. 


* an additional amount where this has been placed ina 
special fund or trust for purposes that the province 
considers to. be socially important = ,for example, tne 
education of a child or the purchase of equipment to 


overcome a disabling condition. 


The liquid assets permitted by most provinces and territories 
do not reach the federal maximums. Only Newfoundland and Ontario 
allow applicants for long-term assistance to have liquid assets 
that match federal levels, while Nova Scotia and Alberta permit 
the maximum levels for people with disabilities. In fact, the 
levels in Table 1 are almost identical to the 1986 levels presented 
in The Tangled Safety Net. This means that most provinces had not 
changed their levels of allowable liquid assets for at least four 


years. Federal guidelines were last changed in July 1980. 


The maximums allowed by Ottawa and the provinces are very low 
and require individuals to be poor before they are eligible for 
financial aid. Disabled individuals in particular have expressed 
concern about the fact that these levels do not allow them to have 
a small "personal safety net" which they can use in the event of 
an emergency or special need. 
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The determination of fixed and liquid assets is part of the 
needs test. Under this test, the needs of a household for food, 
clothing, shelter and other essential items are calculated - using 
criteria for need as determined by provincial and territorial 
governments. Special needs items, if they are deemed essential 
to daily living or are required for a regularly recurring need, 


are generally included in this calculation. 


The household income from various sources is identified. 
Some income, such as family allowances, the federal refundable 
child tax credit and the federal sales tax credit, is normally 
considered exempt; it is not calculated as income available for 
the support of the applicant. Income from other sources such as 
employment, pensions and unemployment insurance is considered as 


income fully or partially available for support of the household. 


Saskatchewan does not exempt family allowances. Quebec 
exempts government transfers, including family allowances and the 
child tax credit, in the calculation of benefrts, but takess their 


value into account when setting the rates of assistance. 


Total non-exempt income is subtracted from the total needs of 
the household. Applicants qualify if the household’s needs exceed 
its resources or if there is a budget surplus that is insufficient 
to meet the cost of a special need such as medications or 
disability-related equipment. 


The needs test is the central eligibility criterion required 
by the assistance provisions of the Canada Assistance Plan. The 
law authorizes the federal government to share the costs of welfare 


only on behalf of households that qualify on the basis of need. 


The needs test has a significant impact upon the shape of the 


welfare system. The test is fairly "intrusive." Applicants must 


reveal a significant amount of financial and personal information. 
A large bureaucracy is required, and individual welfare workers 
have room to make discretionary judgments in the application of 


welfare regulations. 


By contrast, eligibility for other income support programs 
such as the federal refundable child tax credit and Guaranteed 
Income Supplement for seniors is determined by an income test. 
This is a simpler and more objective test based on income alone, 
not assets or needs. Eligibility for the refundable child tax 
credit, for example, is based on net family income as reported 


on income tax returns. 


In summary, applicants are eligible for welfare if they 
qualify on the basis of certain general rules, if their assets 
fall within the guidelines on fixed and liquid assets, and if 


their needs exceed the financial resources available to them. 


Rates of Assistance 


Every province and territory uses a different method of 
calculating basic social assistance, which generally includes food, 
clothing, shelter, utilities, and an allowance for personal and 


household needs. 


Applicants and recipients may be eligible for extra assistance 
if they have special needs such as medication, prosthetic devices, 
technical aids and equipment, special clothing or dental care. 
Assistance may be provided as cash or "in kind" in the form of 


vouchers, goods or services. 


Sometimes applicants require assistance only for a special 


needs item, because they are able to provide for other basic needs 


from their own resources. In such a case, the province or 
territory may grant the specific amount that the household 


requires. 


Every province and territory has a list of special needs for 
which it will provide extra assistance. In some cases, only a 
portion of the cost of a particular:item is paid. For example, 
the province may reimburse a certain percentage of dental costs, 


and the recipient is expected to pay the remaining amount. 


In Ontario, municipalities may make special assistance 
available for households that require financial help only for 
designated special needs. The fact that municipalities are not 
required to grant such assistance has created hardship for many 


low-income individuals and families with special needs. 


All across Canada, welfare officals have some degree of 
discretion in deciding whether certain households qualify for 
special assistance under provincial or territorial welfare 
regulations. Discretion is both a strength and weakness of the 
welfare system. On the one hand, welfare recognizes the fact 
that individuals may have on-going or one-time special needs for 
which they require assistance. On the other hand, a person with 
special needs may be considered eligible for extra assistance by 


one welfare worker, but not by another. 


Table 2 presents a national picture of estimated welfare 
incomes for 1990. The incomes are for the basic needs of four 
household types: a single employable person, a single disabled 
person, a Single-parent family with one child aged two and a 
two-parent family with two children aged ten and 15. To facilitate 
comparisons, we assumed that each of the households went on welfare 


on January 1, 1990, and remained on welfare for the entire calendar 
year. 
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These rates must be interpreted with caution. They are 
estimates of what a particular family or single person might 
receive. Because welfare is such a highly individualized program 
of income support, every recipient is potentially eligible for a 


different amount of financial assistance. 


It is especially important to understand the derivation of 
the social assistance figures in Column 1. These figures are 


both maximum and minimum amounts. 


They are maximum amounts in that they represent the highest 
level of welfare that a designated province will provide to a 
given household unit for its basic living needs. Recipients might 


actually receive any amount up to and including that maximum level. 


At the same time, these figures are minimum amounts in that 
they do not include any of the special needs assistance to which 


a given household may be entitled. 


Basic Social Assistance 


Column 1 represents the basic’social assistance to which 
eligible households are entitled. Basic assistance generally 
includes an amount for food, clothing, shelter, utilities, and 


personal and household needs. 


In order to ensure to the greatest extent possible the 
comparability of the data, a number of assumptions were made in 
calculating basic assistance. These assumptions involve the size 
of a municipal area, two-tier welfare systems, the employability 


of the recipients, accommodation, and rate increases. 


a. largest municipal area 


The rates of social assistance are for the largest municipal 
area in the province or territory. The shelter component of basic 
assistance may vary by region. Assistance may increase in more 
remote areas in order to compensate for higher living costs. For 
example, a supplementary fuel allowance is granted to recipients 
in Labrador when the cost of heat is not included in the rent. A 
northern districts supplement is available under General Welfare 
Assistance in Ontario. Manitoba and Saskatchewan provide a 
northern food allowance. The food rates in the Northwest 


Territories vary by region. 


b. two-tier welfare systems 


Nova Scotia, Ontario and Manitoba have two-tier welfare 
systems. This means that the provincial government assumes 
responsibility for certain recipients (generally those considered 
to be unemployable) while municipal governments are responsible 
for other categories of recipients (generally those considered 


to be employable). 


In Nova Scotia and Manitoba, municipalities set their own 
levels of assistance. The welfare rates for single employable 
recipients and two-parent households in Table 2 are for Halifax 
and Winnipeg. Rates for these households may vary in the other 
municipalities in these two provinces. 


Ontario also has a two-tier welfare system, but municipalities 
must conform to a standard set of provincial rates for basic 
welfare assistance. There is wide variation, however, with 
respect to the provision of special assistance, which is the 


sole responsibility of Ontario municipalities. 
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c. employability of recipients 


Short-term rates of assistance (which are generally lower than 
long-term rates) were assigned to single employable individuals in 
all jurisdictions. In fact, in some provinces such as British 
Columbia, single employable persons are eligible for assistance 
for one month only, after which they must renew their applications. 
In order to “annualize" the rates presented in Table 2, it was 
assumed that these people started receiving welfare on January 1, 
1990, and remained on assistance throughout the entire year, even 
though many recipients would not actually have been eligible on 
such aj “long-term": basis.«:((Prince’ Edwardyisland ‘gotiiridmwf sits 
short-term rates altogether as of April 1, 1990, but the impact of 
the new policy is not reflected in Table 2, because short-term 


rates were still in effect for the first three months of the year. 


Single disabled persons generally qualify for long-term rates 
of assistance. In Ontario, they are eligible for benefits under 
the Guaranteed Annual Income System for the Disabled (GAINS-D) 
program. In Alberta, disabled applicants may qualify for benefits 
under one of two programs - social assistance or Assured Income 
for the Severely Handicapped (AISH). The rates in Table 2 are for 
the social assistance program, although the corresponding rate of 
assistance for persons with severe and permanent disabilities is 
indicated in the accompanying footnotes. The Alberta welfare 


system changed in 1991. 


In most cases, the Single-parent family was assigned higher 
rates of assistance. It was generally presumed that this family 
was unemployable because of the young age of the child (two years). 
However, classification of the single-parent family actually varies 
throughout the country, and this variation is reflected in the 


calculations in Table 2. 
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In Saskatchewan, single parents are not required to seek 
employment or take training if they choose to remain at home to 


care for a child under one year of age. Single parents with a 


child over age one may be deemed unemployable if they are required 


to remain at home to care for a child with special problems. 


In Alberta, single parents with one child over the age of four 
months were considered able to work in 1990. The age limit was 


raised to two years in February 1991. 


Single parents in New Brunswick and Quebec receive the 
benefits paid under the employability enhancement programs in 
these provinces - the Upgrading, Training and Placement Program 
and the Work and Employment Incentives Program, respectively. 
The employability enhancement programs provide lower rates of 


assistance than long-term welfare programs. 


Finally, the two-parent family with two children was 
considered to be employable for the purposes of these calculations. 
If, for some reason, the family was unemployable (for example, the 
family head was disabled), it would be eligible for higher rates 
of assistance. 


d. accommodation 


Table 2 considers welfare recipients to be renters rather 
than homeowners. It also assumes that there was no sharing of 
accommodation. In some provinces, rates of assistance are reduced 
when unrelated individuals share housing. Under the Work and 
Employment Incentives Program for employable persons in Quebec, 
for example, the monthly assistance cheques of two households 


sharing accommodation were reduced by $89 each in 1990. 


Where shelter allowances do not include the cost of utilities, 
the latter were added to the shelter rates. Maximum allowable 
shelter rates were employed for all jurisdictions. A problem arose 
while trying to do calculations for the Northwest Territories, 
because there is no maximum rate scale for shelter. Actual rents 
are paid and these vary widely in the North. As a result, no 
rates of assistance are provided for the Northwest Territories 
im Table +2: 


e. rate increases 


Most welfare rates are not automatically increased in line 
with increases in the Consumer Price Index. Only Quebec indexes 
its rates of assistance and then only for long-term recipients 
under the Financial Support Program, although the province gave 


other welfare recipients discretionary increases in 1990. 


Most other provinces also granted discretionary increases to 
welfare recipients for 1990, some at the beginning of the year 
and others during the course of the year. The increases were 
incorporated in the calculations in Table 2 as of their effective 


dates. There were no increases in Alberta or Yukon. 


Special Assistance 


Two kinds of assistance may be provided for special needs. 
First, there are regularly recurring needs within certain groups, 
such as people with disabilities. Second, there are "one-time" 
special needs which are determined case by case. One-time special 
needs include items such as funeral expenses, moving costs or 


emergency home repairs. 
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Decisions to provide either type of special assistance are 
made by individual welfare workers. In some cases, approval is 
required from an administrator, director or designated professional 


such as a doctor. 


Because it is impossible to know whether individuals receive 
special assistance and because the amount and type of help vary by 
household, these extra amounts have not generally been included in 


the calculation of estimated welfare income. 


Special assistance has been incorporated in Column 2 of Table 
2 only when it is automatically provided to certain recipients. 
Examples of special assistance include: extra assistance for 
disabled persons in Newfoundland and Prince Edward Island, money 
for school expenses in Quebec, a clothing allowance for families 
with children in Ontario, and a lump-sum Christmas allowance and 
winter clothing allowance for all recipients in Yukon. The 
footnotes explain the nature of the special assistance in each 


Jun sci ceron:. 


Family Allowances 


Federal family allowances are indicated in Column 3. These 
are standard throughout the country except in Alberta, which varies 
the amount of the allowance according to the age of the child, and 
in Quebec, which varies the allowance by family size and age. In 
addition to the federal allowance, Quebec provides a supplementary 
family allowance. This provincial allowance is incorporated in the 
calculations for child-related benefits in Column 5. 

{ 

Provinces normally consider family allowances as exempt income 

in the calculation of welfare benefits. The only exception is 


Saskatchewan, which deducts the value of family allowances from 
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welfare payments. The province claims that its family welfare 
rates are comparable to other provinces, because family allowances 
are taken into account in the setting of rates. The rates of 
assistance presented in Column 1 for the two households with 
children have been reduced by the appropriate amount of family 
allowances for Saskatchewan. 


Child Tax Credit 


The federal refundable child tax credit is indicated in 
Column 4. The credit goes to families of low and middle incomes 
with children under 18. Families with very low incomes get a 
prepayment of the credit each year before Christmas and the rest 


when they file their income tax returns in the spring. 


The figures in Column 4 consist of the portion of the 1989 
credit that was received after tax returns were filed in the spring 
of 1990 plus the prepayment of the 1990 tax credit received late 
in 1990. 


The calculation includes the supplement to the child tax 
credit for low-income families with children under the age of seven 


which do not have receipted child care expenses. 


Child-Related Benefits 


Child-related benefits refer to additional benefits that some 
provinces provide to low-income families with dependent children. 
Quebec provides a family allowance over and above the federal 
family allowance. Quebec also makes available a special allowance 


to families with children under six called the Allowance for Young 


- 17 - 


Children. It was worth $8.75 a month in 1990 for the “farst echild 


under six. 


Manitoba provides up to $30 a month per child under the 
Child-Related Income Support Program (CRISP). As of July 1990, 
the maximum benefit went to families with net incomes of $12,384 a 
year or less. For the single-parent family on provincial welfare, 
the CRISP benefit has been included in the rates of assistance. 
For the two-parent family on municipal welfare, it is indicated 


separately as a child-related benefit. 


The Family Income Plan (FIP) in Saskatchewan provides 
non-taxable cash assistance for eligible families with dependent 
children under 18 years of age. Maximum benefits are $100 a month 
for each of the first three children and $90 a month for the 
fourth and subsequent children. This amount is not presented 
as a separate entry in Column 5 because the province includes 


it in the rates of assistance for families on welfare. 


Sales Tax Credit 


The federal refundable sales tax credit is indicated in Column 
6. The 1989 value of the credit has been used in the calculations 
because this is the amount that individuals and families actually 
received when they filed their 1989 income tax returns in early 


1990. The credit was worth $100 per adult and $50 per child. 


Provincial Tax Credits 


The tax credits in’ theatablesare:dimited)to thevSales sand 


Property Tax Credits in Ontario and the Cost of Living and Property 
Tax Credits in Manitoba. 
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Adequacy of Benefits 


Many of the incomes in Table 2 are abysmally low. To 
demonstrate just how low, we compared them with the low income 
cut-offs of Statistics Canada for 1990. The results are shown 
in Table 3. 


Each year, the federal agency calculates low income cut-offs 
for households of different sizes living in communities of 
different sizes. They approximate levels of gross income where 
people are forced to spend disproportionate amounts of their 


incomes on food, shelter and clothing. 


The National Council of Welfare regards the cut-offs 
aS poverty lines. Like any poverty lines, they have their 
limitations, but they are widely accepted as a benchmark for 
judging income adequacy in Canada. Other studies of poverty, 
especially local surveys using a "market basket" approach, 


have produced comparable results. 


Some provincial governments maintain that the poverty lines 
are an especially imperfect measure of poverty when it comes to 
welfare incomes, because the lines are based on pre-tax income and 
welfare benefits are not taxable. In reality, most of the incomes 
in Table 3 are so low that there is no difference between taxable 
and non-taxable income. For example, single employable people in 
New Brunswick with total incomes of $3,004 in 1990 a year were 
poor by any standard. Even if they had earned income instead of 
receiving welfare income, they would have been exempt from income 


tax because their earnings were so low. 


Some provinces also contend that welfare is intended to 
provide only the bare necessities of life, while incomes at the 


level of the low income cut-offs are high enough to allow some 
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discretionary spending as well. The National Council of Welfare 
has no sympathy for that argument. The fact Ls that thescut=offs 
already represent very low levels of income. The only "discretion" 
many welfare recipients have is whether to live in substandard 
housing to save money on rent or how to cut back on food when 


the money starts running short toward the end of the month. 


As Table 3 shows, Prince Edward Island and Ontario are two 
provinces where welfare incomes are closer to the poverty lines 
than elsewhere, although still substantially below the lines. 

Some of the rates in other provinces, especially rates for single 
employables, are far below the lines. Welfare incomes which reach 
only one-quarter or one-third of the poverty line are unacceptably 


low and should be raised at the earliest possible date. 


At the present time, there are two sets of low income 
cut-offs in active use. One set is commonly known as the 1978 
base lines, because it is based on consumer spending patterns 
that were surveyed in 1978. The second set is known as the 1986 


base lines and is based on spending surveyed in 1986. 


Column 1 of the table shows welfare incomes for different 
types of households in the ten provinces in 1990. Neither of the 
territories is included in this table because they are specifically 


excluded from the survey used to generate the cut-offs. 


Column 2 indicates the 1978 base poverty lines. Although the 
National Council of Welfare considers these lines out of date, they 
are presented here to allow comparisons with the poverty lines used 
in The Tangled Safety Net. The poverty gap - or difference between 
total income and the poverty lines (1978 base) - is indicated in 
Column 3. Column 4 represents total welfare income as a percentage 


of the poverty line (that is, welfare income divided by the poverty 
line). 
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The poverty lines in Column 5 are the 1986 base lines. They 
are somewhat higher than the 1978 base lines, but they are a more 
realistic measure of poverty. Columns 6 and 7 show the poverty gap 
and welfare income as a percentage of the poverty lines using the 


1986 base low income cut-offs. 


Using the 1986 base poverty lines, welfare incomes for single 
employable people were by far the least adequate, ranging from 
24 percent of the poverty line in New Brunswick to 60 percent of 
the poverty line in Prince Edward Island. Benefits for single 
disabled people fell between 43 percent of the line in Alberta and 
72 percent in Ontario. Welfare incomes for single-parent families 
ranged from a low of 53 percent in Alberta to a high of 76 percent 
in Ontario. Finally, the incomes of two-parent families with two 
children fell between 44 percent of the poverty line in New 


Brunswick and 71 percent in Prince Edward Island. 


On the whole, the adequacy of benefits has not improved 
significantly since the calculation of rates in The Tangled 
Safety Net. 
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Welfare and Average Incomes 


The low level of financial support provided by social 
assistance is also evident when measured against average incomes. 
Welfare provides only a small part of the income that most 


Canadians would consider normal or reasonable. 


Table 4 on the next page compares the welfare incomes of our 
four typical households with average incomes for the appropriate 


household type in each province. 


The averages are 1990 estimates by the National Council’ of 
Welfare based on data collected by Statistics Canada in the 1988 
Survey of Consumer Finances. For the single employable person 
and the single disabled person, we used average incomes in each 
province for unattached people under the age of 65. For single 
parents, we used the average incomes of female single parents 
with one child, the same family type used in our other tables. 
Unfortunately, the size of the sample for single parents was too 
small to be reliable in all provinces except Quebec, Ontario and 
Alberta. For the two-parent family, we used the average incomes 
of couples with two children. 


Table 4 makes it clear that welfare incomes are far below 
average. A single employable person on welfare received from 15 
percent to 41 percent of the average income received by single 
people under 65. The disabled person on welfare got 24 to 47 
percent of the average. The partial information on single parents 
shows that they had 38 to 58 percent of the average income of 
single-parent mothers with one child. The two-parent family on 


welfare had between 22 and 39 percent of average incomes. 
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Provincial and Territorial Benefits Over Time 


One of the major improvements in social programs during the 
last two decades was the introduction of indexation. Indexation 
is a way of guaranteeing by law that people get cost-of-living 
increases in their benefits on a regular basis. The most common 
form is annual raises that are linked to the Consumer Price Index 
of Statistics Canada. Increases in benefits are automatic and do 
not require any further legislative or administrative approval 


once an indexing system is in place. 


Unfortunately, the federal government has all but done away 
with indexation in many of its programs, including child benefits. 
As a result, the real value of family allowances and the refundable 
child tax credit is declining. Lack of full indexation is also a 
flaw in the federal refundable sales tax credit described earlier 
in this report and in the new refundable credit for the Goods and 


Services Tax that replaced it as of 1991. 


Just as unfortunate is the fact that the provinces and 
territories have generally refused to provide the benefits of 
indexation to poor people who are forced to fall back on welfare. 
People who receive benefits under Quebec’s Financial Support 
Program are the only welfare recipients in Canada who have their 
benefits protected from inflation by law. While other governments 
raise their welfare rates from time to time, the increases often 
fall short of the automatic increases that would occur under 
indexation. 


Table 5 shows that many welfare recipients have seen the value 
of their benefits decline over the years because of the lack of 
indexation. The figures for 1990 consist of benefits taken from 
Table 2 that are exclusively within provincial and territorial 


jurisdiction - in other words, total welfare incomes minus federal 
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family allowances, the federal refundable child tax credit and the 
federal refundable sales tax credit. Comparable figures for 1986 


and 1989 were calculated from Welfare Incomes 1989 and Welfare in 


Canada: The Tangled Safety Net. 


All the dollar figures in Table 5 are expressed in constant 
1990 dollars to factor out the effects of inflation and to show the 
real purchasing power of welfare and related benefits over time. 
The percentages in the last two columns show increases or decreases 


in real purchasing power. 


The table provides comparisons of provincial and territorial 
benefits for 1986, 1989 and 1990 for the single employable person, 
the single-parent family and the two-parent family. The National 
Council of Welfare did not include a single person with a 
disability in its original calculations of welfare incomes for 


1986, so the comparison for this group is limited to 1989 and 1990. 


Ontario was the only province that provided significant and 
consistent gains to all four types of households, largely due to 
the impetus to welfare reform provided by the Transitions report 


of the Social Assistance Review Committee. 


Quebec provided significant increases to single employables 
and modest increases to other types of households. The huge gain 
for the single employable person resulted mainly from reforms that 
equalized rates for people over and under 30 years of age. In 
1989, for example, single able-bodied people under 30 received 


only $185 a month compared to $507 a month for those over 30. 


Outside of Ontario and Quebec, the table shows more losses 
than gains. All household types in Newfoundland, Saskatchewan and 
Alberta lost purchasing power between 1986 and 1990 as well as 
between 1989 and 1990. 
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For the single person with a disability, there were small 
gains in purchasing power between 1989 and 1990 in Quebec, Ontario, 


British Columbia and Yukon. Elsewhere, there were losses. 


These figures provide the best evidence to date of the 
additional burden welfare recipients bear when their benefits are 
not indexed. No other program of income support is so erratic and 
so unpredictable over time. Clearly, the discretionary increases 
granted periodically by provincial and territorial cabinets are 
no substitute for annual cost-of-living increases guaranteed by 
law. And clearly, the federal government has contributed to the 
financial plight of welfare recipients by providing less than full 


indexation of the benefits that it provides directly. 
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Earnings Exemptions 


The figures in the tables above do not take into account the 
fact that welfare incomes may be increased by personal earnings. 
Each province and territory allows welfare recipients to retain 
a certain ‘amount = (a flat-rate sum and/or a percentage of net 
earnings - without any reduction in their welfare cheques. Nova 
Scotia and Manitoba have earnings exemptions based on gross rather 


than net earnings for recipients of provincial social assistance. 


These extra amounts were not included in the tables because 
it is not certain that recipients would actually increase their 
incomes by these levels. They may be unable to work or unable to 


find VoObs: 


Allowable earnings exemptions in each province and territory 
are presented in Table 6. The exemptions vary by family size 
and sometimes by employability. Some provinces also recognize 
work-related expenses, including child care expenses. Welfare 
recipients are allowed to deduct all or some of these costs from 
their net earnings. In effect, that means that the actual earnings 
exemptions in some provinces are more generous than they appear at 
first glance. They also provide a greater incentive for people to 
take paying jobs. 


While provinces and territories are free to set their own 
earnings exemption levels, they are expected to fall within federal 
parameters. Prior to Octoberv1985, the tederal government would 
not allow cost-sharing for provincial earnings exemptions which 
exceeded the following levels: for a single person, the greater 
of $95 or 25 percent of the amount of social assistance to which 
the person would be entitled if he or she had no income; for a 


family, the greater of $190 or 25 percent of social assistance plus 
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the family allowance and child tax credit benefits to which the 


household would be entitled if it had no income. 


In 1985, the federal government made special provision for 
cost-sharing in welfare programs with enhanced earnings exemptions. 
The initiative is part of the "four-corner agreements" involving 
the federal Ministers of Health and Welfare and Employment and 
Immigration and their respective provincial and territorial 
counterparts. The purpose of these agreements is to promote the 
participation of employable welfare recipients in the labour 


market. 


Enhanced earnings exemptions are important because they 
provide a means for welfare recipients to improve (at least 
marginally) the quality of their lives. These exemptions also 
encourage individuals to get experience in the labour market 


-and to gain sufficient confidence to leave the welfare system. 


On the other hand, there is always the danger that provinces 
and territories will opt for higher earnings exemptions as a 
substitute for increases in basic welfare rates. In our view, 
that would be an abuse of the system, because it would deny 
adequate levels of support to welfare recipients who failed to 


obtain some kind of paying job through no fault of their own. 
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Conclusion 


The income provided by most provincial and territorial welfare 
programs is grossly inadequate for the vast majority of recipients. 
Most welfare incomes are far below the poverty line. Although 
welfare recipients are among the poorest of the poor in our 
society, they rarely get any guaranteed protection from increases 
in the cost of living. Between 1986 and 1990, many recipients 


actually became poorer. 


Welfare is a degrading experience for the vast majority of 
recipients. Applicants have to exhaust almost all their liquid 
assets to qualify for help. Welfare entitlements are determined 
by a labyrinth of rules and regulations that may or may not make 
sense. "Need" is as much a dictate of governments as it is a 
reflection of .the cost ofthe necessities of life. The huge 
amount of discretion in the system makes it almost impossible 


to know whether people are being treated fairly. 


The National Council of Welfare acknowledges that modest 
improvements have been made in some provincial and territorial 
welfare programs since the publication of Welfare in Canada: 
The Tangled Safety Net in 1987. However, the only guarantee 
that welfare offers consistently is poverty. 


In this regard, the federal government is far from blameless. 
Although the setting of welfare rates is exclusively a matter of 
provincial jurisdiction, current federal restraints are bound to 


discourage many provinces from making long-overdue increases. 


At issue is Ottawa’s decision to limit increases in federal 
payments to Ontario, Alberta and British Columbia under the Canada 
Assistance Plan to five percent a year from the 1990-1991 fiscal 


year until the end of fiscal 1994-1995. The provinces challenged 
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the restraints, but lost when the case went to the Supreme Court of 


Canada. 


In a decision made public on August 15, 1991, the high courc 
used the principle of the sovereignty of Parliament in rejecting 
the provincial position. It ruled that the federal government has 
the power to alter unilaterally its cost-sharing agreements on 


welfare with provinces and territories. 


While the legal issue has been settled, the National Council 
of Welfare still considers the current policy of the federal 
government to be bad public policy. As we said in our recent 
report The Canada Assistance Plan: No Time for Cuts, federal 
restraints on CAP payments to Ontario, Alberta and British Columbia 
will work against the best interests of poor people and could deter 
improvements in welfare and social services funded through CAP 


elsewhere in Canada. 


Once again, we urge the federal government to reverse its 
position and shoulder its full share of the cost of welfare and 


social services in all provinces and territories. 
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SUMMARY 


This report is the fourth of its kind by the National Council of Welfare. It estimates 
welfare incomes for the year 1991 for four types of households: a single employable person, a 
single person with a disability, a single-parent family with a child aged two, and a two-parent 
family with two children aged ten and 15. Similar estimates were published in Welfare in 
Canada: The Tangled Safety Net, Welfare Incomes 1989 and Welfare Incomes 1990. 


All four reports show that welfare incomes in all parts of Canada fall well below the 
poverty line. They also represent only a small fraction of average incomes. Welfare Incomes 
1991 shows explicitly that some welfare recipients have seen their benefits decline in value over 


the years because of the lack of automatic cost-of-living increases in basic welfare rates. 


By themselves, income data cannot really describe the plight of the estimated 2.3 million 
Canadians who survived on the inadequate allowances paid by governments in 1991. Many 
thousands of children from welfare families go to school hungry. Many thousands of people 
with disabilities face disproportionately larger problems because of the additional expenses 
related to their disabilities. Many thousands of single people and families live in substandard 


housing. Others cut back on food to be able to afford more livable accommodations. 
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What is Welfare? 


Social assistance or welfare is the income program of last resort in Canada. It provides 
financial assistance to individuals and families whose resources are inadequate to meet their 


needs and who have exhausted other avenues of support. 


Welfare is paid under the terms of the Canada Assistance Plan, an arrangement that 
allows the cost to be shared by the federal government and the provinces and territories. 
Although people talk about welfare as a single entity, there are really 12 welfare systems in 
Canada - one in each province and territory. Some would say there are hundreds of welfare 
systems, because of the leeway allowed to municipalities which run welfare programs in Nova 


Scotia, Ontario and Manitoba. 


Despite the fact that each of the 12 main welfare systems is different, they have many 
common features. They have complex rules which regulate all aspects of the system, including 
eligibility for assistance, the rates of assistance, the amounts recipients are allowed to keep from 
outside earnings, and the way in which applicants and recipients may question decisions 
regarding their cases. 


Eligibility 


Eligibility for welfare is based on some general rules, on a determination of fixed and 
liquid assets, and on a shortfall in household income as measured by a "needs test." 


Applicants must qualify for assistance on the basis of rules which vary widely throughout 
the country. For example, applicants must be of a certain age (usually between 18 and 65). 
Full-time students of post-secondary educational institutions may qualify for assistance only if 
they meet specified conditions. Single parents must try to secure any court-ordered maintenance 
Support to which they are entitled. Individuals who are disabled require medical certification 
of their conditions. Strikers are not eligible in most jurisdictions. Immigrants must try to obtain 


financial assistance from their sponsors. 


Applicants also must meet requirements concerning their fixed and liquid assets. The 
value of their assets cannot exceed certain levels. Otherwise, applicants are considered to be 


self-reliant or potentially self-reliant because they can convert their fixed assets into liquid assets. 


Rules vary regarding the treatment of fixed assets. In most provinces, a principal 
residence and personal effects such as furniture and clothing are considered exempt. Most 
provinces exempt the value of a car, although some jurisdictions take into consideration factors 
such as the need for a private vehicle and the availability of public transportation. Property and 


equipment required for employment are generally considered exempt. 


The limits on liquid assets (cash, bonds, securities that are readily convertible to cash, 
and the cash value of life insurance) vary by household size and employability. 


Provinces and territories set their own maximum allowable liquid assets. If they want 


to qualify for cost-sharing, however, the amounts cannot exceed the maximums set by Ottawa. 
The federal maximums on liquid assets are: 
* $2,500 for a single person and $3,000 when an individual is aged or disabled. 


* $5,000 for a person with one dependent (spouse or child) and $5,500 when the 


applicant or spouse is aged or disabled. 
* an extra $500 for the second and each additional dependent. 


an additional amount where this has been placed in a special fund or trust for 
purposes that the province considers to be socially important - for example, the 
education of a child or the purchase of equipment to overcome a disabling condition. 


The liquid assets permitted by most provinces and territories do not reach the federal 
maximums, and most of the levels have not changed in recent years. Liquid asset exemption 
levels as of December 1990 are listed in detail in Welfare Incomes 1990. 


The maximums allowed by Ottawa and the provinces are very low and require individuals 
to be poor before they are eligible for financial aid. Disabled individuals in particular have 
expressed concern about the fact that these levels do not allow them to have a small "personal 
safety net" which they can use in the event of an emergency or special need. 


The determination of fixed and liquid assets is part of the needs test. Under this test, the 
needs of a household for food, clothing, shelter and other essential items are calculated - using 
criteria for need as determined by provincial and territorial governments. Special needs items, 
if they are deemed essential to daily living or are required for a regularly recurring need, are 
generally included in this calculation. 


The household income from various sources is identified. Some income, such as family 
allowances, the federal refundable child tax credit and the federal sales tax credit and GST 
credit, is normally considered exempt; it is not calculated as income available for the support 
of the applicant. Income from other sources such as employment, pensions and unemployment 
insurance is considered as income fully or partially available for support of the household. 


Saskatchewan does not exempt family allowances. Quebec exempts government 
transfers, including family allowances and the child tax credit, in the calculation of benefits, but 
takes their value into account when setting the rates of assistance. 


Total non-exempt income is subtracted from the total needs of the household. Applicants 
qualify if the household’s needs exceed its resources or if there is a budget surplus that is 
insufficient to meet the cost of a special need such as medications or disability-related 


equipment. 


The needs test is the central eligibility criterion required by the assistance provisions of 
the Canada Assistance Plan. The law authorizes the federal government to share the costs of 
welfare only on behalf of households that qualify on the basis of need. 


The needs test has a significant impact upon the shape of the welfare system. The test 
is fairly "intrusive." Applicants must reveal a significant amount of financial and personal 


information. A large bureaucracy is required, and individual welfare workers have room to 


make discretionary judgments in the application of welfare regulations. 


By contrast, eligibility for other income support programs such as the federal refundable 
child tax credit and Guaranteed Income Supplement for seniors is determined by an income test. 
This is a simpler and more objective test based on income alone, not assets or needs. Eligibility 
for the refundable child tax credit, for example, is based on net family income as reported on 


income tax returns. 


In summary, applicants are eligible for welfare if they qualify on the basis of certain 
general rules, if their assets fall within the guidelines on fixed and liquid assets, and if their 


needs exceed the financial resources available to them. 


Rates of Assistance 


Every province and territory uses a different method of calculating basic social assistance, 
which generally includes food, clothing, shelter, utilities, and an allowance for personal and 
household needs. 


Applicants and recipients may be eligible for extra assistance if they have special needs 
such as medication, prosthetic devices, technical aids and equipment, special clothing or dental 


care. Assistance may be provided as cash or "in kind" in the form of vouchers, goods or 
Services. 


Sometimes applicants require assistance only for a special needs item, because they are 
able to provide for other basic needs from their own resources. In such a case, the province or 
territory may grant the specific amount that the household requires. 


Every province and territory has a list of special needs for which it will provide extra 
assistance. In some cases, only a portion of the cost of a particular item is paid. For example, 


the province may reimburse a certain percentage of dental costs, and the recipient is expected 
to pay the remaining amount. 


In Ontario, municipalities may make special assistance available for households that 
require financial help only for designated special needs. The fact that municipalities are not 
required to grant such assistance has created hardship for many low-income individuals and 
families with special needs. 


All across Canada, welfare officials have some degree of discretion in deciding whether 
certain households qualify for special assistance under provincial or territorial welfare 
regulations. Discretion is both a strength and weakness of the welfare system. On the one 
hand, welfare recognizes the fact that individuals may have on-going or one-time special needs 
for which they require assistance. On the other hand, a person with special needs may be 
considered eligible for extra assistance by one welfare worker, but not by another. 


Table 1 presents a national picture of estimated welfare incomes for 1991. The incomes 
are for the basic needs of four household types: a single employable person, a single disabled 
person, a single-parent family with one child aged two and a two-parent family with two children 
aged ten and 15. To facilitate comparisons, we assumed that each of the households went on 


welfare on January 1, 1991, and remained on welfare for the entire calendar year. 


These rates must be interpreted with caution. They are estimates of what a particular 
family or single person might receive. Because welfare is such a highly individualized program 
of income support, every recipient is potentially eligible for a different amount of financial 


assistance. 


It is especially important to understand the derivation of the social assistance figures in 
Column 1. These figures are both maximum and minimum amounts. 


They are maximum amounts in that they represent the highest level of welfare that a 
designated province will provide to a given household unit for its basic living needs. Recipients 
might actually receive any amount up to and including that maximum level. 


At the same time, these figures are minimum amounts in that they do not generally 


include special needs assistance to which a given household may be entitled. 


Basic Social Assistance 


Column 1 represents the basic social assistance to which eligible households are entitled. 
Basic assistance generally includes an amount for food, clothing, shelter, utilities, and personal 


and household needs. 


In order to ensure to the greatest extent possible the comparability of the data, a number 
of assumptions were made in calculating basic assistance. These assumptions involve the size 
of a municipal area, two-tier welfare systems, the employability of the recipients, 


accommodation, and rate increases. 


a. largest municipal area 


The rates of social assistance are for the largest municipal area in the province or 
territory. The shelter component of basic assistance may vary by region. Assistance may 
increase in more remote areas in order to compensate for higher living costs. For example, a 
higher supplementary fuel allowance is granted to recipients in Labrador than that provided to 
other residents of the province. A northern districts supplement is available to recipients of 
long-term assistance in Ontario. Manitoba and Saskatchewan provide a northern food allowance. 
The food rates in the Northwest Territories vary by region. 


b. two-tier welfare systems 


Nova Scotia, Ontario and Manitoba have two-tier welfare systems. This means that the 
provincial government assumes responsibility for certain recipients (generally those considered 
to be unemployable) while municipal governments are responsible for other categories of 
recipients (generally those considered to be employable). 


In Nova Scotia and Manitoba, municipalities set their own levels of assistance. The 
welfare rates for single employable recipients and two-parent households in Table 1 are for 


Halifax and Winnipeg. Rates for these households may vary in the other municipalities in these 


two provinces. 


Ontario also has a two-tier welfare system, but municipalities must conform to a standard 
set of provincial rates for basic welfare assistance. There is wide variation, however, with 
respect to the provision of special assistance, which is the sole responsibility of Ontario 


municipalities. 


c. employability of recipients 


Short-term rates of assistance (which are generally lower than long-term rates) were 
assigned to single employable individuals in all jurisdictions. In fact, in some provinces such 
as British Columbia, single employable persons are eligible for assistance for one month only, 
after which they must renew their applications. In order to “annualize" the rates presented in 
Table 1, it was assumed that these people started receiving welfare on January 1, 1991, and 
remained on assistance throughout the entire year, even though many recipients would not 
actually have been eligible on such a "long-term" basis. Prince Edward Island got rid of its 


short-term rates altogether as of April 1, 1990. 


Single disabled persons generally qualify for long-term rates of assistance. In Ontario, 
they are eligible for benefits under the Guaranteed Annual Income System for the Disabled 
(GAINS-D) program. In Alberta, disabled applicants may qualify for benefits under one of two 
programs - social assistance or Assured Income for the Severely Handicapped (AISH). The rates 
in Table 1 are for the social assistance program, although the corresponding rate of assistance 


for persons with severe and permanent disabilities is indicated in the accompanying footnotes. 


In most cases, the single-parent family was assigned higher rates of assistance, It was 
generally presumed that this family was unemployable because of the young age of the child 
(two years). However, classification of the single-parent family actually varies throughout the 


country, and this variation is reflected in the calculations in Table 1. 


In Saskatchewan, single parents are not required to seek employment or take training if 
they choose to remain at home to care for a child under one year of age. Single parents with 
a child over age one may be deemed unemployable if they are required to remain at home to 


care for a child with special problems. 


In Alberta, single parents with one child over the age of four months were considered 


able to work in 1990. The age limit was raised to two years in February 1991. 


Single parents in New Brunswick and Quebec receive the benefits paid under the 
employability enhancement programs in these provinces - the Upgrading, Training and 
Placement Program and the Work and Employment Incentives Program, respectively. The 
employability enhancement programs provide lower rates of assistance than long-term welfare 


programs. 


Finally, the two-parent family with two children was considered to be employable for the 
purposes of these calculations. If, for some reason, the family was unemployable (for example, 


the family head was disabled), it would be eligible for higher rates of assistance. 


d. accommodation 


Table 1 considers welfare recipients to be renters rather than homeowners. It also 
assumes that there was no sharing of accommodation. In some provinces, rates of assistance 
are reduced when unrelated individuals share housing. Under the Work and Employment 
Incentives Program for employable persons in Quebec, for example, the monthly assistance 
cheques of two households sharing accommodation were reduced by $93 each in 1991. 


Where shelter allowances do not include the cost of utilities, the latter were added to the 
shelter rates. Maximum allowable shelter rates were employed for all jurisdictions. A problem 
arose while trying to do calculations for the Northwest Territories, because there is no maximum 
rate scale for shelter. Actual rents are paid and these vary widely in the North. As a result, 
no rates of assistance are provided for the Northwest Territories in Table 1. 


e. rate increases 


Most welfare rates are not automatically increased in line with increases in the Consumer 
Price Index. Only Quebec indexed its rates of assistance in 1991 and then only for long-term 
recipients under the Financial Support Program, although the province gave other welfare 


recipients discretionary increases. 


Most other provinces also granted discretionary increases to welfare recipients for 1991, 
some at the beginning of the year and others during the course of the year. The increases were 
incorporated in the calculations in Table 1 as of their effective dates. There were no across-the- 
board increases in Newfoundland, Saskatchewan and British Columbia. 


Special Assistance 


Two kinds of assistance may be provided for special needs. First, there are regularly 
recurring needs within certain groups, such as people with disabilities. Second, there are "one- 
time” special needs which are determined case by case. One-time special needs include items 


such as funeral expenses, moving costs or emergency home repairs. 


Decisions to provide either type of special assistance are made by individual welfare 
workers. In some cases, approval is required from an administrator, director or designated 


professional such as a doctor. 


Because it is impossible to know whether individuals receive special assistance and 
because the amount and type of help vary by household, these extra amounts have not generally 
been included in the calculation of estimated welfare income. 


Special assistance has been incorporated in Column 2 of Table 1 only when iwas 
automatically provided to certain recipients. Examples of special assistance include: extra 
assistance for disabled persons in Newfoundland and Prince Edward Island, money for school 
expenses in Quebec, a winter clothing allowance for families with children in Ontario, and a 


Pairs 


lump-sum Christmas allowance and winter clothing allowance for all recipients in Yukon. The 


footnotes explain the nature of the special assistance in each jurisdiction. 


Family Allowances 


Federal family allowances are indicated in Column 3. These are standard throughout the 
country except in Alberta, which varies the amount of the allowance according to the age of the 
child, and in Quebec, which varies the allowance by family size and age. In addition to the 
federal allowance, Quebec provides a supplementary family allowance. This provincial 


allowance is incorporated in the calculations for child-related benefits in Column 5. 


Provinces normally consider family allowances as exempt income in the calculation of 
welfare benefits. The only exception is Saskatchewan, which deducts the value of family 
allowances from welfare payments. The province claims that its family welfare rates are 
comparable to other provinces, because family allowances are taken into account in the setting 
of rates. The rates of assistance presented in Column 1 for the two households with children 
in Saskatchewan have been reduced by the appropriate amount of family allowances. 


Child Tax Credit 


The federal refundable child tax credit is indicated in Column 4. The credit goes to 
families of low and middle incomes with children under 18. Families with very low incomes 
get a prepayment of the credit each year before Christmas and the rest when they file their 
income tax returns in the spring. 


The figures in Column 4 consist of the portion of the 1990 credit that was received after 


tax returns were filed in the spring of 1991 plus the prepayment of the 1991 tax credit received 
late in 1991. 


The calculation includes the supplement to the child tax credit for low-income families 
with children under the age of seven which do not have receipted child care expenses. 


Te 


Child-Related Benefits 


Child-related benefits refer to additional benefits that some provinces provide to low- 
income families with dependent children. Quebec provides a family allowance over and above 
the federal family allowance. Quebec also makes available a special allowance to families with 
children under six called the Allowance for Young Children. It was worth $9.17 a month in 
1991 for the first child under six. 


Manitoba provides up to $30 a month per child under the Child-Related Income Support 
Program (CRISP). The maximum benefit went to families with net incomes of $12,384 a year 
or less. For the single-parent family on provincial welfare, the CRISP benefit has been included 
in the rates of assistance. For the two-parent family on municipal welfare, it is indicated 
separately as a child-related benefit. 


The Family Income Plan (FIP) in Saskatchewan provides non-taxable cash assistance for 
eligible families with dependent children under 18 years of age. Maximum benefits are $100 
a month for each of the first three children and $90 a month for the fourth and subsequent 
children. The maximum benefit went to families with incomes below $8,700 a year, not 
including family allowances. This amount is not presented as a separate entry in Column 5 
because the province includes it in the rates of assistance for families on welfare. 


Sales Tax Credit and GST Credit 


Column 6 is the old federal refundable sales tax credit plus the new federal refundable 


credit for the Goods and Services Tax. 
The sales tax credit received in 1991 was worth $140 per adult and $70 per child. 


Three installments of the GST credit were paid in 1991. The three installments added 
up to $142.50 for each adult or the first child in a single-parent family and $75 for each other 
child. Single adults, including single parents, also received a single person’s supplement if their 
1990 incomes exceeded $6,169. The maximum supplement actually received in 1991 was $75. 


= | PAE 


Provincial Tax Credits 


The tax credits in Column 7 are the Sales Tax Credit in Quebec, the Sales and Property 
Tax Credits in Ontario, and the Cost of Living and Property Tax Credits in Manitoba. 
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Adequacy of Benefits 


Many of the incomes in Table 1 are abysmally low. To demonstrate just how low, we 
compared them with the low income cut-offs of Statistics Canada for 1991. The results are 


shown in Table 2. 


Each year, the federal agency calculates low income cut-offs for households of different 
sizes living in communities of different sizes. They approximate levels of gross income where 
people are forced to spend disproportionate amounts of their incomes on food, shelter and 
clothing. | 


The National Council of Welfare regards the cut-offs as poverty lines. Like any poverty 
lines, they have their limitations, but they are widely accepted as a benchmark for judging 
income adequacy in Canada. Other studies of poverty, especially local surveys using a "market 


basket" approach, have produced comparable results. 


Some provincial governments maintain that the poverty lines are an especially imperfect 
measure of poverty when it comes to welfare incomes, because the lines are based on pre-tax 
income and welfare benefits are not taxable. In reality, most of the incomes in Table 2 are so 
low that there is no difference between taxable and non-taxable income. For example, single 
employable people in New Brunswick with total incomes of $3,283 in 1991 were poor by any 
standard. Even if they had earned income instead of receiving welfare income, they would have 


been exempt from income tax because their earnings were so low. 


Some provinces also contend that welfare is intended to provide only the bare necessities 
of life, while incomes at the level of the low income cut-offs are high enough to allow some 
discretionary spending as well. The National Council of Welfare has no sympathy for that 
argument. The fact is that the cut-offs already represent very low levels of income. The only 
"discretion" many welfare recipients have is whether to live in substandard housing to save 
money on rent or how to cut back on food when the money starts running short toward the end 


of the month. 


£9956 


As Table 2 shows, Prince Edward Island and Ontario are two provinces where welfare 
incomes are closer to the poverty lines than elsewhere, although still substantially below the 
lines. Some of the rates in other provinces, especially rates for single employables, are far 
below the lines. Welfare incomes which reach only one-quarter or one-third of the poverty line 


are unacceptably low and should be raised at the earliest possible date. 


Column 1 of the table shows welfare incomes for different types of households in the ten 
provinces in 1991. Neither of the territories is included in this table because they are 
specifically excluded from the survey used to generate the cut-offs. 


Column 2 indicates the poverty lines - the low income cut-offs of Statistics Canada (1986 
base). The poverty gap - or difference between total income and the poverty lines - is indicated 
in Column 3. Column 4 represents total welfare income as a percentage of the poverty line - 
that is, welfare income divided by the poverty line. 


Welfare incomes for single employable people were by far the least adequate, ranging 
from 25 percent of the poverty line in New Brunswick to 62 percent of the poverty line in Prince 
Edward Island. Benefits for single disabled people fell between 49 percent of the line in 
Manitoba and 75 percent in Ontario. Welfare incomes for single-parent families ranged from 
a low of 54 percent in Quebec to a high of 79 percent in Ontario. Finally, the incomes of two- 
parent families with two children fell between 45 percent of the poverty line in New Brunswick 
and 73 percent in Prince Edward Island. 


On the whole, the adequacy of benefits has not improved significantly since the 
calculation of rates in The Tangled Safety Net. 


TABLE 2 


ADEQUACY OF BENEFITS, 1991 


Total Welfare 
Province Total Poverty Poverty Income as % of 
Income Line Gap Poverty Line 


NEWFOUNDLAND 

Single Employable 

Disabled Person 

Single Parent, One Child 

Couple, Two Children 

PRINCE EDWARD ISLAND 

Single Employable 123829 
Disabled Person 12,829 
Single Parent, One Child 17,390 
Couple, Two Children | 25,449 
NOVA SCOTIA 

Single Employable 

Disabled Person 

Single Parent, One Child 


Couple, Two Children 


NEW BRUNSWICK 


Single Employable 
Disabled Person 

Single Parent, One Child 
Couple, Two Children 
QUEBEC 

Single Employable 
Disabled Person 

Single Parent, One Child 
Couple, Two Children 


TABLE 2 (Continued) 


Province Total 
Income 


ONTARIO 

Single Employable 
Disabled Person 

Single Parent, One Child 
Couple, Two Children 
MANITOBA 

Single Employable 
Disabled Person 

Single Parent, One Child 
Couple, Two Children 
SASKATCHEWAN 
Single Employable 
Disabled Person 

Single Parent, One Child 
Couple, Two Children 
ALBERTA 

Single Employable 
Disabled Person 

Single Parent, One Child 
Couple, Two Children 


BRITISH COLUMBIA 


Single Employable 
Disabled Person 

Single Parent, One Child 
Couple, Two Children 


Poverty 
Gap 


Total Welfare 
Income as % of 
Poverty Line 


ONT 


Welfare and Average Incomes 


The low level of financial support provided by social assistance is also evident when 
measured against average incomes. Welfare provides only a small part of the income that most 
Canadians would consider normal or reasonable. 


Table 3 on the next page compares the welfare incomes of our four typical households 
with average incomes for the appropriate household type in each province. 


The averages are 1991 estimates by the National Council of Welfare based on data 
collected by Statistics Canada in the Survey of Consumer Finances for 1990. For the single 
employable person and the single disabled person, we used average incomes in each province 
for unattached people under the age of 65. For single parents, we used the average incomes of 
female single parents. The size of the sample for single parents was too small to be reliable in 
Prince Edward Island. For the two-parent family, we used the average incomes of couples with 
children. 


Table 3 makes it clear that welfare incomes are far below average. A single employable 
person on welfare received from 16 percent to 39 percent of the average income received by 
single people under 65. The disabled person on welfare got 32 to 45 percent of the average. 
Single-parent mothers had 48 to 70 percent of average incomes, but it is worth noting that 
average incomes for single-parent mothers in general are far below average incomes for couples 
with children. The two-parent family on welfare had between 24 and 41 percent of average 


incomes. 


TABLE 3 


WELFARE INCOMES AS PERCENTAGE OF AVERAGE INCOMES 
BY FAMILY TYPE AND PROVINCE, 1991 


Province Income Income Estimated Average Income 
NEWFOUNDLAND 
Single Employable 
Disabled Person 

Single Parent, One Child 
Couple, Two Children 
PRINCE EDWARD ISLAND 
Single Employable 
Disabled Person 

Single Parent, One Child 
Couple, Two Children 
NOVA SCOTIA 

Single Employable 
Disabled Person 

Single Parent, One Child 
Couple, Two Children 
NEW BRUNSWICK 
Single Employable 
Disabled Person 

Single Parent, One Child 
Couple, Two Children 


QUEBEC 


Single Employable 


Disabled Person 
Single Parent, One Child 
Couple, Two Children 


TABLE 3 (Continued) 


Province Income Income Estimated Average Income 
ONTARIO 

Single Employable 

Disabled Person 

Single Parent, One Child 

Couple, Two Children 

MANITOBA 

Single Employable 

Disabled Person 


Single Parent, One Child 


Couple, Two Children 


SASKATCHEWAN 
Single Employable 
Disabled Person 

Single Parent, One Child 
Couple, Two Children 
ALBERTA 

Single Employable 
Disabled Person 

Single Parent, One Child 
Couple, Two Children 
BRITISH COLUMBIA 
Single Employable 
Disabled Person 

Single Parent, One Child 
Couple, Two Children 
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Provincial and Territorial Benefits Over Time 

One of the major improvements in social programs during the last two decades was the 
‘ntroduction of indexation. Indexation is a way of guaranteeing by law that people get cost-of- 
living increases in their benefits on a regular basis. The most common form is annual raises that 
are linked to the Consumer Price Index of Statistics Canada. Increases in benefits are automatic 
and do not require any further legislative or administrative approval once an indexing system 


is in place. 


Unfortunately, the federal government has all but done away with indexation in many of 
its programs, including child benefits. As a result, the real value of family allowances and the 
refundable child tax credit is declining. Lack of full indexation is also a flaw in the federal 
refundable sales tax credit and the GST credit. 


Meanwhile, provinces and territories have generally refused to provide the benefits of 
indexation to poor people who are forced to fall back on welfare. People who receive benefits 
under Quebec’s Financial Support Program were the only welfare recipients in Canada who had 
their benefits protected from inflation by law in 1991. 


Table 4 shows that some welfare recipients have seen the value of their benefits decline 
over the years because of the lack of indexation. The figures for 1991 consist of benefits taken 
from Table 1 that are exclusively within provincial and territorial jurisdiction - in other words, 
total welfare incomes minus federal family allowances, the federal refundable child tax credit 
and the federal refundable sales tax credit and GST credit. Comparable figures for other years 
were calculated from Welfare Incomes 1989, Welfare Incomes 1990 and Welfare in Canada: The 
Tangled Safety Net. 


All the dollar figures in Table 4 are expressed in constant 1991 dollars to factor out the 
effects of inflation and to show the real purchasing power of welfare and related benefits over 


time. The percentages in the last two columns show increases or decreases in real purchasing 
power. 


55 Om 


The table provides comparisons of provincial and territorial benefits for 1986, 1989, 1990 
and 1991 for the single employable person, the single-parent family and the two-parent family. 
The National Council of Welfare did not include a single person with a disability in its original 
calculations of welfare incomes for 1986, so the comparison for this group is limited to 1989, 
1990 and 1991. 


Ontario provided significant and consistent gains to all four types of households. 


Quebec provided significant increases to single employables from reforms that equalized 
rates for people over and under 30 years of age. In 1989, for example, single able-bodied 
people under 30 received only $185 a month compared to $507 a month for those over 30. The 
figures for the single employable in Table 4 for 1986 and 1989 are for a person under age 30. 


There were significant gains in Alberta between 1990 and 1991, especially for people 
with disabilities, but they did not totally offset the significant losses suffered in previous years. 


Elsewhere, the results are a mix of gains and losses from one year to the next or from 
one category of recipient to another. The losses between 1990 and 1991 in Newfoundland, 
Saskatchewan and British Columbia are due to the lack of general increases in welfare rates 
during 1991. 


These figures provide the best evidence to date of the additional burden welfare recipients 
bear when their benefits are not indexed. No other program of income support is so erratic and 
so unpredictable over time. Clearly, the discretionary increases granted periodically by 
provincial and territorial cabinets are no substitute for annual cost-of-living increases guaranteed 
by law. And clearly, the federal government has contributed to the financial plight of welfare 
recipients by providing less than full indexation of the benefits that it provides directly. 
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Earnings Exemptions 


The figures in the tables above do not take into account the fact that welfare incomes may 
be increased by personal earnings. Each province and territory allows welfare recipients to 
retain a certain amount - a flat-rate sum and/or a percentage of net earnings - without any 
reduction in their welfare cheques. Nova Scotia and Manitoba have earnings exemptions based 


on gross rather than net earnings for recipients of provincial social assistance. 


These extra amounts were not included in the tables because it is not certain that 
recipients would actually increase their incomes by these levels. They may be unable to work 


or unable to find jobs. 


Allowable earnings exemptions vary by family size and sometimes by employability. 
Some provinces also recognize work-related expenses, including child care expenses. Welfare 
recipients are allowed to deduct all or some of these costs from their net earnings. In effect, 
that means that the actual earnings exemptions in some provinces are more generous than they 


appear at first glance. They also provide a greater incentive for people to take paying jobs. 


Details of earnings exemptions by province and territory as of December 1990 are 


contained in Welfare Incomes 1990. 


Conclusion 


The income provided by most provincial and territorial welfare programs is grossly 
inadequate for the vast majority of recipients. Most welfare incomes are far below the poverty 
line. Although welfare recipients are among the poorest of the poor in our society, they rarely 
get any guaranteed protection from increases in the cost of living. Between 1986 and 1991, 


some recipients actually became poorer. 


Welfare is a degrading experience for the vast majority of recipients. Applicants have 
to exhaust almost all their liquid assets to qualify for help. Welfare entitlements are determined 


by a labyrinth of rules and regulations that may or may not make sense. "Need" is as much a 


Peeve 


dictate of governments as it is a reflection of the cost of the necessities of life. The huge 
amount of discretion in the system makes it almost impossible to know whether people are being 


treated fairly. 


The National Council of Welfare acknowledges that modest improvements have been 
made in some provincial and territorial welfare programs since the publication of Welfare in 
Canada: The Tangled Safety Net in 1987. However, the only guarantee that welfare offers 


consistently is poverty. 


In this regard, the federal government is far from blameless. Although the setting of 
welfare rates is exclusively a matter of provincial jurisdiction, current federal restraints are 


bound to discourage many provinces from making long-overdue increases. 


At issue is Ottawa’s decision to limit increases in federal payments to Ontario, Alberta 
and British Columbia under the Canada Assistance Plan to five percent a year from the 1990- 
1991 fiscal year until the end of fiscal 1994-1995. The provinces challenged the restraints, but 


lost when the case went to the Supreme Court of Canada. 


In a decision made public on August 15, 1991, the high court used the principle of the 
sovereignty of Parliament in rejecting the provincial position. It ruled that the federal 
government has the power to alter unilaterally its cost-sharing agreements on welfare with 
provinces and territories. 


While the legal issue has been settled, the National Council of Welfare still considers the 
current policy of the federal government to be bad public policy. 
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NATIONAL COUNCIL OF WELFARE 


The National Council of Welfare was established by the Government 
Organization Act, 1969, as a citizens’ advisory body to the Minister of National 
Health and Welfare. Its mandate is to advise the Minister on matters pertaining 
to welfare. 


The Council consists of 21 members, drawn from across Canada and 
appointed by the Governor-in-Council. All are private citizens and serve in their 
personal capacities rather than as representatives of organizations or agencies. 
The membership of the Council has included past and present welfare recipients, 
public housing tenants and other low-income citizens, as well as lawyers, 
professors, social workers and others involved in voluntary service associations, 
private welfare agencies, and social work education. 


Reports by the National Council of Welfare deal with a wide range of 
issues on poverty and social policy in Canada, including: income security 
programs, medicare, poverty lines and poverty statistics, the retirement income 
system, the aged, tax reform, the working poor, children in poverty, community 
economic development, women and poverty, employment policy, single-parent 
families, social services, nutrition, community organizing, child welfare, poor 
people’s groups, legal aid/legal services, low-income consumers, poverty coverage 
in the press and welfare reform. 


On peut se procurer des exemplaires en francais de 
toutes les publications du Conseil national du bien- 
étre social, en s’adressant au Conseil national du 
bien-étre social, Piéce 1876, Immeuble Jeanne 
Mance, Ottawa KIA OK9. 
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SUMMARY 


This report is the fifth of its kind by the National Council of Welfare. It estimates 
welfare incomes for the year 1992 for four types of households: a single employable person, a 
single person with a disability, a single-parent family with a child aged two, and a two-parent 
family with two children aged ten and 15. Similar estimates were published in Welfare in 
Canada: The Tangled Safety Net, Welfare Incomes 1989, Welfare Incomes 1990 and Welfare 
Incomes 1991. 


All five reports show that welfare incomes in all parts of Canada fall well below the 
poverty line. They also represent only a small fraction of average incomes. Welfare Incomes 
1992 shows explicitly that some welfare recipients have seen their benefits decline in value over 
the years because of the lack of automatic cost-of-living increases in basic welfare rates. 


By themselves, income data cannot really describe the plight of the estimated 2.7 million 
Canadians who survived on the inadequate allowances paid by governments in 1992. Many 
thousands of children from welfare families go to school hungry. Many thousands of people 
with disabilities face disproportionately larger problems because of the additional expenses 
related to their disabilities. Many thousands of single people and families live in substandard 
housing. Others cut back on food to be able to afford more livable accommodations. 


ear pee haoensinag ssaninaon Wo iol iY aaa 


egve bingy = mowntis so han pebe ri os me). byviirwe od 20 


7 : bs wh 
pies ; 5. eet san 
ee i te oe 


BS] a on 


m, uray, Ha nt taraopt -: 7 taal etna 
a ms ak. Cae - . 
gaisie 19. OR oan? Hage s yin  iaseone eels vot 

Let @E:a Dita eine Seay stabie Sar YRS 


i, win 


- | A 7 a 7 


ig cal! land ditions ei os stn sendond, 2s : ai) a 


va 


aoa 
ypu fogtnod og eatin sElbne sree PRA 

e¢sa@ © 4eee vy e — 

1G Sroka rst cIsisnpinvoqareib ‘sod? eis Ise1e y shi 


fx a) uae } aiit eon cat esti i iar) ob betel 


a at ii Sd on host 0 doed iso, vey oe ree Q 


=> 


What is Welfare? 


Social assistance or welfare is the income program of last resort in Canada. It provides 
financial assistance to individuals and families whose resources are inadequate to meet their 
needs and who have exhausted other avenues of support. 


Welfare is paid under the terms of the Canada Assistance Plan, an arrangement that 
allows the cost to be shared by the federal government and the provinces and territories. 
Although people talk about welfare as a single entity, there are really 12 welfare systems in 
Canada - one in each province and territory. Some would say there are hundreds of welfare 
systems, because of the leeway allowed to municipalities which run welfare programs in Nova 
Scotia, Ontario and Manitoba. 


Despite the fact that each of the 12 main welfare systems is different, they have many 
common features. They have complex rules which regulate all aspects of the system, including 
eligibility for assistance, the rates of assistance, the amounts recipients are allowed to keep from 
outside earnings, and the way in which applicants and recipients may question decisions 
regarding their cases. 


Eligibility 


Eligibility for welfare is based on some general rules, on a determination of fixed and 
liquid assets, and on a shortfall in household income as measured by a "needs test." 


Applicants must qualify for assistance on the basis of rules which vary widely throughout 
the country. For example, applicants must be of a certain age (usually between 18 and 65). 
Full-time students of post-secondary educational institutions may qualify for assistance in some 
provinces only if they meet specified conditions. In other provinces, they cannot apply for 
assistance without leaving their studies. Single parents must try to secure any court-ordered 
maintenance support to which they are entitled. Individuals who are disabled require medical 
certification of their conditions. Strikers are not eligible in most jurisdictions. Immigrants must 
try to obtain financial assistance from their sponsors. 


Applicants also must meet requirements concerning their fixed and liquid assets. The 
value of their non-exempt assets cannot exceed certain levels. Otherwise, applicants are 
considered to be self-reliant or potentially self-reliant because they can convert their fixed assets 


into liquid assets. 


Rules vary regarding the treatment of fixed assets. In most provinces, a principal 
residence and personal effects such as furniture and clothing are considered exempt. Most 
provinces exempt the value of a car, although some jurisdictions take into consideration factors 
such as the need for a private vehicle and the availability of public transportation. Property and 
equipment required for employment are generally considered exempt. 


The limits on liquid assets (cash, bonds and securities that are readily convertible to cash, 
and the cash value of life insurance in some provinces) are shown in Table 1 that follows. The 


amounts vary by household size and employability. 


Provinces and territories set their own maximum allowable liquid assets. If they want 
to qualify for cost-sharing, however, the amounts cannot exceed the maximums set by Ottawa. 


The federal maximums on liquid assets are: 
* $2,500 for a single person and $3,000 when an individual is aged or disabled. 


* $5,000 for a person with one dependent (spouse or child) and $5,500 when the 
applicant or spouse is aged or disabled. 


* an extra $500 for the second and each additional dependent. 
an additional amount where this has been placed in a special fund or trust for 


purposes that the province considers to be socially important - for example, the 
education of a child or the purchase of equipment to overcome a disabling condition. 
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The liquid assets permitted by British Columbia match the federal maximums. 
Newfoundland and Ontario allow applicants for long-term assistance to have liquid assets that 
match federal levels, while Newfoundland, Nova Scotia, Ontario and Alberta permit the 
maximum levels for people with disabilities. Federal guidelines were last changed in July 1980. 


The maximums allowed by Ottawa and the provinces are very low and require individuals 
to be virtually penniless before they are eligible for financial aid. Disabled individuals in 
particular have expressed concern about the fact that these levels do not allow them to have a 
small "personal safety net" which they can use in the event of an emergency or special need. 


The determination of fixed and liquid assets is part of the needs test. Under this test, the 
needs of a household for food, clothing, shelter and other essential items are calculated - using 
criteria for need as determined by provincial and territorial governments. Special needs items, 
if they are deemed essential to daily living or are required for a regularly recurring need, are 
generally included in this calculation. 


The household income from various sources is identified. Some income, such as family 
allowances, the federal refundable child tax credit and the GST credit, is normally considered 
exempt; it is not calculated as income available for the support of the applicant. Income from 
other sources such as employment, pensions and unemployment insurance is considered as 
income fully or partially available for support of the household. 


Total non-exempt income is subtracted from the total needs of the household. Applicants 
qualify if the household’s needs exceed its resources or if there is a budget surplus that is 
insufficient to meet the cost of a special need such as medications or disability-related 
equipment. 


The needs test is the central eligibility criterion required by the assistance provisions of 
the Canada Assistance Plan. The law authorizes the federal government to share the costs of 
welfare only on behalf of households that qualify on the basis of need. 


The needs test has a significant impact upon the shape of the welfare system. The test 
is fairly "intrusive." Applicants must reveal a significant amount of financial and personal 


information. A large bureaucracy is required, and individual welfare workers have room to 
make discretionary judgments in the application of welfare regulations. 


By contrast, eligibility for other income support programs such as the federal refundable 
child tax credit and Guaranteed Income Supplement for seniors is determined by an income test. 
This is a simpler and more objective test based on income alone, not assets or needs. Eligibility 
for the refundable child tax credit, for example, is based on net family income as reported on 
income tax returns. 


In summary, applicants are eligible for welfare if they qualify on the basis of certain 
general rules, if their assets fall within the guidelines on fixed and liquid assets, and if their 
needs exceed the financial resources available to them. 


Rates of Assistance 


Every province and territory uses a different method of calculating basic social assistance, 
which generally includes food, clothing, shelter, utilities, and an allowance for personal and 
household needs. 


Applicants and recipients may be eligible for extra assistance in most provinces if they 
have special needs such as medication, prosthetic devices, technical aids and equipment, special 
clothing or dental care. Assistance may be provided as cash or "in kind" in the form of 
vouchers, goods or services. 


Sometimes applicants require assistance only for a special needs item, because they are 
able to provide for other basic needs from their own resources. In such a case, the province or 
territory may grant the specific amount that the household requires, provided that the applicant 
is eligible under the needs test. 


Every province and territory has a list of special needs for which it will provide extra 
assistance. In some cases, only a portion of the cost of a particular item is paid. For example, 
the province may reimburse a certain percentage of dental costs, and the recipient is expected 
to pay the remaining amount. 


In Ontario, municipalities may make special assistance available for households that 
require financial help only for designated special needs. The fact that municipalities are not 
required to grant such assistance has created hardship for many low-income individuals and 
families with special needs. As of October 1, 1991, transportation required for medical 
treatment, surgical supplies and dressings, and diabetic supplies were reclassified as “special 
necessities." The change in designation means that these items must be provided to all welfare 
recipients who qualify - even recipients in municipalities which do not normally provide this kind 
of benefit. The Ontario government agreed to pick up a larger share of the cost of these items 
from municipal governments. 


All across Canada, welfare officials have some degree of discretion in deciding whether 
certain households qualify for special assistance under provincial or territorial welfare 
regulations. Discretion is both a strength and weakness of the welfare system. On the one 
hand, welfare recognizes the fact that individuals may have on-going or one-time special needs 
for which they require assistance. On the other hand, a person with special needs may be 
considered eligible for extra assistance by one welfare worker, but not by another. 


Table 2 presents a national picture of estimated welfare incomes for 1992. The incomes 
are for the basic needs of four household types: a single employable person, a single disabled 
person, a single-parent family with one child aged two and a two-parent family with two children 
aged ten and 15. To facilitate comparisons, we assumed that each of the households went on 
welfare on January 1, 1992, and remained on welfare for the entire calendar year. 


These rates must be interpreted with caution. They are estimates of what a particular 
family or single person might receive. Because welfare is such a highly individualized program 
of income support, every recipient is potentially eligible for a different amount of financial 
assistance. 


It is especially important to understand the derivation of the social assistance figures in 
Column 1. These figures are both maximum and minimum amounts. 


They are maximum amounts in that they represent the highest level of welfare that a 
designated province will provide to a given household unit for its basic living needs. Recipients 
might actually receive any amount up to and including that maximum level. 


At the same time, these figures are minimum amounts in that they do not generally 
include special needs assistance to which a given household may be entitled. 


Basic Social Assistance 


Column 1 represents the basic social assistance to which eligible households are entitled. 
Basic assistance generally includes an amount for food, clothing, shelter, utilities, and personal 
and household needs. 


In order to ensure to the greatest extent possible the comparability of the data, a number 
of assumptions were made in calculating basic assistance. These assumptions involve the size 
of a municipal area, two-tier welfare systems, the employability of the recipients, 
accommodation, and rate increases. 


a. largest municipal area 


The rates of social assistance are for the largest municipal area in the province or 
territory. The shelter component of basic assistance may vary by region. Assistance may 
increase in more remote areas in order to compensate for higher living costs. For example, a 
higher supplementary fuel allowance is granted to recipients in Labrador than that provided to 
other residents of the province. A northern districts supplement is available to recipients of 
long-term assistance in Ontario. Manitoba and Saskatchewan provide a supplementary northern 
food allowance. The food rates in the Northwest Territories vary by region. 


b. two-tier welfare systems 


Nova Scotia, Ontario and Manitoba had two-tier welfare systems in 1992. This means 
that the provincial government assumed responsibility for certain recipients (generally those 
considered to be unemployable) while municipal governments were responsible for other 
categories of recipients (generally those considered to be employable). 
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In Nova Scotia and Manitoba, municipalities set their own levels of assistance. The 
welfare rates for single employable recipients and two-parent households in Table 1 were for 
Halifax and Winnipeg. Rates for these households varied in the other municipalities in these two 


provinces. 


Ontario also had a two-tier welfare system, but municipalities had to conform to a 
standard set of rates for basic welfare assistance which were set by the province. There was 
wide variation, however, with respect to the provision of special assistance, which is the sole 
responsibility of Ontario municipalities. 


Ontario is drafting legislation to integrate provincial and municipal welfare programs. 
Manitoba has moved to standardize welfare rates, although the new minimum rates are not as 
high as the rates paid by the City of Winnipeg. There have been few changes in Nova Scotia, 
despite repeated complaints about the inequities of the province’s two-tier system. 


c. employability of recipients 


Short-term rates of assistance (which are generally lower than long-term rates) were 
assigned to single employable individuals in all jurisdictions except Prince Edward Island. In 
fact, in some provinces, single employable persons are eligible for assistance for one month 
only, after which they must renew their applications. In order to “annualize" the rates presented 
in Table 2, it was assumed that these people started receiving welfare on January 1, 1992, and 
remained on assistance throughout the entire year, even though many recipients would not 
actually have been eligible on such a "long-term" basis. P.E.I. got rid of its short-term rates 
altogether as of April 1, 1990. 


Single disabled persons generally qualify for long-term rates of assistance. In Ontario, 
they are eligible for benefits under the Guaranteed Annual Income System for the Disabled 
(GAINS-D) program. In Alberta, disabled applicants may qualify for benefits under one of two 
programs - social assistance or Assured Income for the Severely Handicapped (AISH). The rates 
in Table 2 are for the social assistance program, although the corresponding rate of assistance 
for persons with severe and permanent disabilities is indicated in the accompanying footnotes. 
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In most cases, the single-parent family was assigned higher rates of assistance. It was 
generally presumed that this family was unemployable because of the young age of the child 
(two years). However, classification of the single-parent family actually varies throughout the 
country, and this variation is reflected in the calculations in Table 2. 


As of August 1992, single parents in Saskatchewan are not required to seek employment 
or take training if they choose to remain at home to care for a child under the age of six. 


In Alberta, single parents with children under the age of two are considered unavailable 
for work or training. 


Single parents in New Brunswick and Quebec receive the benefits paid under the 
employability enhancement programs in these provinces - the Upgrading, Training and 
Placement Program and the Work and Employment Incentives Program, respectively. The 
employability enhancement programs provide lower rates of assistance than long-term welfare 
programs. 


Finally, the two-parent family with two children was considered to be employable for the 
purposes of these calculations. If, for some reason, the family was unemployable (for example, 
the family head was disabled), it would be eligible for higher rates of assistance. 


d. accommodation 


Table 2 considers welfare recipients to be renters rather than homeowners. It also 
assumes that there was no sharing of accommodation. In all provinces, rates of assistance are 
reduced when unrelated individuals share housing. Under the Work and Employment Incentives 
Program for employable persons in Quebec, for example, the monthly assistance cheques of two 
households sharing accommodation were reduced by $98 each in 1992. 


Where shelter allowances do not include the cost of utilities, the latter were added to the 
shelter rates. Maximum allowable shelter rates were employed for all jurisdictions. A problem 
arose while trying to do calculations for the Northwest Territories, because there is no maximum 


ae 


rate scale for shelter. Actual rents are paid and these vary widely in the North. As a result, 
no rates of assistance are provided for the Northwest Territories in Table 2. 


e. rate increases 


Most welfare rates are not automatically increased in line with increases in the Consumer 
Price Index. Only Quebec indexed its rates of assistance in 1992 and then only for long-term 
recipients under the Financial Support Program, although the province gave other welfare 
recipients discretionary increases that covered increases in the cost of living. 


Most other provinces also granted discretionary increases to welfare recipients for 1992, 
some at the beginning of the year and others during the course of the year. The increases were 
incorporated in the calculations in Table 2 as of their effective dates. There were no across-the- 
board increases in Nova Scotia, Alberta and Yukon in 1992. 


Special Assistance 


Two kinds of assistance may be provided for special needs. First, there are regularly 
recurring needs within certain groups, such as people with disabilities. Second, there are "one- 
time" special needs which are determined case by case. One-time special needs include items 
such as funeral expenses, moving costs or emergency home repairs. 


Decisions to provide either type of special assistance are made by individual welfare 
workers. In some cases, approval is required from an administrator, director or designated 
professional such as a doctor. 


Because it is impossible to know whether individuals receive special assistance and 
because the amount and type of help vary by household, these extra amounts have not been 
included in the calculation of estimated welfare income. 


Special assistance has been incorporated in Column 2 of Table 2 only when it is 
automatically provided to certain recipients. Examples of special assistance include: extra 
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assistance for disabled persons, money for school expenses, winter clothing allowances for 
families with children and Christmas allowances. The footnotes explain the nature of the special 
assistance in each jurisdiction. 


Family Allowances 


Federal family allowances are indicated in Column 3. These are standard throughout the 
country except in Alberta, which varies the amount of the allowance according to the age of the 
child, and in Quebec, which varies the allowance by family size and age. In addition to the 
federal allowance, Quebec provides a supplementary family allowance. This provincial 
allowance is incorporated in the calculations for child-related benefits in Column 5. 


Provinces normally consider family allowances as exempt income in the calculation of 
welfare benefits. The only exception is Saskatchewan, which deducts the value of family 
allowances from welfare payments. The province claims that its family welfare rates are 
comparable to other provinces, because family allowances are taken into account in the setting 
of rates. The rates of assistance presented in Column 1 for the two households with children 
in Saskatchewan have been reduced by the appropriate amount of family allowances. 


Child Tax Credit 


The federal refundable child tax credit is indicated in Column 4. The credit goes to 
families of low and middle incomes with children under 18. Families with very low incomes 
get a prepayment of the credit each year before Christmas and the rest when they file their 
income tax returns in the spring. 


The figures in Column 4 consist of the portion of the 1991 credit that was received after 
tax returns were filed in the spring of 1992 plus the prepayment of the 1992 tax credit received 
late in 1992. 


The calculation includes the supplement to the child tax credit for low-income families 
with children under the age of seven which do not have receipted child care expenses. 
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Child-Related Benefits 


Child-related benefits refer to additional benefits that some provinces provide to low- 
income families with dependent children. Quebec provides a family allowance over and above 
the federal family allowance. Quebec also makes available a special allowance to families with 
children under six called the Allowance for Young Children. It was worth $9.58 a month in 
1992 for the first child under six. 


Manitoba provides up to $30 a month per child under the Child-Related Income Support 
Program (CRISP). The maximum benefit went to families with net incomes of $12,384 a year 
or less. For the single-parent family on provincial welfare, the CRISP benefit has been included 
in the rates of assistance. For the two-parent family on municipal welfare, it is indicated 
separately as a child-related benefit. 


The Family Income Plan (FIP) in Saskatchewan provides non-taxable cash assistance for 
eligible families with dependent children under 18 years of age. Maximum benefits are $100 
a month for each of the first three children and $90 a month for the fourth and subsequent 
children. The maximum benefit went to families with incomes below $8,700 a year, not 
including family allowances. This amount is not presented as a separate entry in Column 5 
because the province includes it in the rates of assistance for families on welfare. 


GST Credit 


Column 6 is the federal refundable credit for the Goods and Services Tax. The former 
federal sales tax credit ended in 1991. 


The GST credit is paid quarterly. The four payments received in 1992 added up toa 
maximum of $191.50 for each adult or the first child in a single-parent family. For other 
dependent children, the total for the year was a maximum of $101 a child. 


Single adults, including single parents, also received a single person’s supplement if their 
1991 incomes exceeded $6,280. The maximum supplement for 1992 was $102. 
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Provincial Tax Credits 


The tax credits in Column 7 are the Sales Tax Credit in Quebec, the Sales and Property 
Tax Credits in Ontario, and the Cost of Living and Property Tax Credits in Manitoba. 


In 1992, Manitoba announced that recipients of provincial social allowances - people with 
disabilities and single-parent families, for example - would receive their tax credits as monthly 
payments added to their welfare cheques. Recipients of municipal welfare will continue to 
receive them once a year at income tax time. Table 2 includes the credits for the tax year 1991 
which were received in the spring of 1992 by all four households. For the single person with 
a disability and the single-parent family, the monthly installments of the credits for the 1992 tax 
year are incorporated in Column 1 and the credits for 1991 appear in Column 7. 
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Adequacy of Benefits 


Many of the incomes in Table 2 are abysmally low. To demonstrate just how low, we 
compared them with the low income cut-offs of Statistics Canada for 1992. The results are 
shown in Table 3. 


Each year, the federal agency calculates low income cut-offs for households of different 
sizes living in communities of different sizes. They approximate levels of gross income where 
people are forced to spend disproportionate amounts of their incomes on food, shelter and 
clothing. 


The National Council of Welfare regards the cut-offs as poverty lines. Like any poverty 
lines, they have their limitations, but they are widely accepted as a benchmark for judging 
income adequacy in Canada. Other studies of poverty, especially local surveys using a "market 
basket" approach, have produced comparable results. 


Some provincial governments maintain that the poverty lines are an especially imperfect 
measure of poverty when it comes to welfare incomes, because the lines are based on pre-tax 
income and welfare benefits are not taxable. In reality, most of the incomes in Table 3 are so 
low that there is no difference between taxable and non-taxable income. For example, single 
employable people in New Brunswick with total incomes of $3,240 in 1992 were poor by any 
standard. Even if they had earned income instead of receiving welfare income, they would have 
been exempt from income tax because their earnings were so low. 


Some provinces also contend that welfare is intended to provide only the bare necessities 
of life, while incomes at the level of the low income cut-offs are high enough to allow some 
discretionary spending as well. The National Council of Welfare has no sympathy for that 
argument. The fact is that the cut-offs already represent very low levels of income. The only 
"discretion" many welfare recipients have is whether to live in substandard housing to save 
money on rent or how to cut back on food when the money starts running short toward the end 
of the month. 


As Table 3 shows, Prince Edward Island and Ontario are two provinces where welfare 
incomes are closer to the poverty lines than elsewhere, although still substantially below the 
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lines. Some of the rates in other provinces, especially rates for single employables, are far 
below the lines. Welfare incomes which reach only one-quarter or one-third of the poverty line 
are unacceptably low and should be raised at the earliest possible date. 


Column 1 of the table shows welfare incomes for different types of households in the ten 
provinces in 1992. Neither of the territories is included in this table because they are 
specifically excluded from the survey used to generate the cut-offs. 


Column 2 indicates the poverty lines - the low income cut-offs of Statistics Canada (1986 
base). The poverty gap - or difference between total income and the poverty lines - is indicated 
in Column 3. Column 4 represents total welfare income as a percentage of the poverty line - 
that is, welfare income divided by the poverty line. 


Welfare incomes for single employable people were by far the least adequate, ranging 
from 24 percent of the poverty line in New Brunswick to 62 percent of the poverty line in Prince 
Edward Island. Benefits for single disabled people fell between 45 percent of the line in Alberta 
and 76 percent in Ontario. Welfare incomes for single-parent families ranged from a low of 
55 percent in New Brunswick to a high of 80 percent in Ontario. Finally, the incomes of two- 
parent families with two children fell between 45 percent of the poverty line in New Brunswick 
and 73 percent in Prince Edward Island and Ontario. 


On the whole, the adequacy of benefits has not improved significantly since the 
calculation of rates in The Tangled Safety Net. 


TABLE 3 


ADEQUACY OF BENEFITS, 1992 


Total Welfare 
Province Poverty Income as % of 
Gap Poverty Line 


NEWFOUNDLAND 
Single Employable 
Disabled Person 
Single Parent, One Child 
Couple, Two Children 
PRINCE EDWARD ISLAND 
Single Employable 8,088 13,021 
| Disabled Person 9,202 12,021 
Single Parent, One Child 12,619 17,650 
Couple, Two Children 18,917 25,830 
NOVA SCOTIA 
Single Employable 
Disabled Person 
Single Parent, One Child 
Couple, Two Children 
NEW BRUNSWICK 
Single Employable 3,240 13,328 -10,088 
Disabled Person 8,141 13,328 -5,187 
Single Parent, One Child 9,956 18,068 -8,112 
Couple, Two Children L932 26,439 -14,507 
| QUEBEC 


| Single Employable 15,175 


Disabled Person 15,175 
Single Parent, One Child 20,569 
Couple, Two Children 30,105 


Province 


ONTARIO 

Single Employable 
Disabled Person 

Single Parent, One Child 
Couple, Two Children 
MANITOBA 

Single Employable 
Disabled Person 

Single Parent, One Child 
Couple, Two Children 
SASKATCHEWAN 


Single Employable 
| Disabled Person 
Single Parent, One Child 


Couple, Two Children 
ALBERTA 

Single Employable 
Disabled Person 

Single Parent, One Child 
Couple, Two Children 
BRITISH COLUMBIA 
Single Employable 
Disabled Person 

Single Parent, One Child 
Couple, Two Children 


TABLE 3 (Continued) 


8,395 
LS 
16,527 
22,010 


7,098 
8,968 
12,278 
20,355 


155175 
PSit75 
20,569 
30,105 


15,175 
1S, FS 
20,569 
30,105 


£5,175 
L537 
20,569 
30,105 


15,175 
155175 
20,569 
30,105 


-9,343 
-8,320 
-8,872 
-11,703 


Total Welfare 
Income as % of 
Poverty Line 
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Welfare and Average Incomes 


The low level of financial support provided by social assistance is also evident when 
measured against average incomes. Welfare provides only a small part of the income that most 
Canadians would consider normal or reasonable. 


Table 4 on the next page compares the welfare incomes of our four typical households 
with average incomes for the appropriate household type in each province. 


The averages are 1992 estimates by the National Council of Welfare based on data 
collected by Statistics Canada in the Survey of Consumer Finances for 1991. For the single 
employable person and the single disabled person, we used average incomes in each province 
for unattached people under the age of 65. For single parents, we used the average incomes of 
female single parents. The size of the sample for single parents was too small to be reliable in 
Newfoundland and Prince Edward Island. For the two-parent family, we used the average 
incomes of couples with children. 


Table 4 makes it clear that welfare incomes are far below average. A single employable 
person on welfare received from 15 percent to 45 percent of the average income received by 
single people under 65. The disabled person on welfare got 26 to 51 percent of the average. 
Single-parent mothers had 50 to 73 percent of average incomes, but it is worth noting that 
average incomes for single-parent mothers in general are far below average incomes for couples 
with children. The two-parent family on welfare had between 23 and 41 percent of average 
incomes. 


TABLE 4 


WELFARE INCOMES AS PERCENTAGE OF AVERAGE INCOMES, 
BY FAMILY TYPE AND PROVINCE, 1992 


Welfare Estimated Average Welfare Income as % of 
Province Income Income Estimated Average Income 
NEWFOUNDLAND 
Single Employable : 195212 


Disabled Person : 19,212 
Single Parent, One Child ; = 
Couple, Two Children : 47,497 
PRINCE EDWARD ISLAND 
Single Employable 8,088 18,033 
Disabled Person 9,202 18,033 
Single Parent, One Child 12,619 ---- 
Couple, Two Children 18,917 49,887 
NOVA SCOTIA 
Single Employable ‘ 21,148 
Disabled Person : 21,148 
Single Parent, One Child ; 19,770 
| Couple, Two Children ; 51,674 
NEW BRUNSWICK 
Single Employable 2 22,290 
Disabled Person ‘ 22,290 
Single Parent, One Child : 18,959 
Couple, Two Children ; 51,905 
| QUEBEC 
Single Employable 6,186 22,690 
Disabled Person 8,016 22,690 
Single Parent, One Child 125157 24,185 
Couple, Two Children 15,596 55,759 


TABLE 4 (Continued) 


Province | Income Income Estimated Average Income 
ONTARIO 
Single Employable 8,395 phe Wl 
Disabled Person 11573 27,757 
Single Parent, One Child 16,527 22,585 
Couple, Two Children 22,010 67,508 
MANITOBA 
Single Employable 7,098 

| Disabled Person 8,968 
Single Parent, One Child 12,278 
Couple, Two Children 20,355 
SASKATCHEWAN 
Single Employable 21,980 
Disabled Person 21,980 
Single Parent, One Child 20,413 
Couple, Two Children 51,787 
ALBERTA 
Single Employable 5,832 25,904 
Disabled Person 6,855 25,904 
Single Parent, One Child 11,697 22,841 
Couple, Two Children | 18,402 62,783 
BRITISH COLUMBIA 
Single Employable 25,061 
Disabled Person 25,061 
Single Parent, One Child 24,586 
Couple, Two Children 64,812 
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Provincial and Territorial Benefits Over Time 


One of the major improvements in social programs during the last two decades was the 
introduction of indexation. Indexation is a way of guaranteeing by law that people get cost-of- 
living increases in their benefits on a regular basis. The most common form is annual raises that 
are linked to the Consumer Price Index of Statistics Canada. Increases in benefits are automatic 
and do not require any further legislative or administrative approval once an indexing system 
is in place. 


Unfortunately, the federal government has done away with full indexation in many of its 
programs, including child benefits. Lack of full indexation is also a flaw in the federal 
refundable GST credit. 


Meanwhile, provinces and territories have generally refused to provide the benefits of 
indexation to poor people who are forced to fall back on welfare. People who receive benefits 
under Quebec’s Financial Support Program were the only welfare recipients in Canada who had 
their benefits protected from inflation by law in 1992. 


Table 5 shows that some welfare recipients have seen the value of their benefits decline 
over the years because of the lack of indexation. The figures for 1992 consist of benefits taken 
from Table 2 that are exclusively within provincial and territorial jurisdiction - in other words, 
total welfare incomes minus federal family allowances, the federal refundable child tax credit 
and the GST credit. Comparable figures for other years were calculated from Welfare Incomes 
1989, Welfare Incomes 1990, Welfare Incomes 1991 and Welfare in Canada: The Tangled 


Safety Net. 


Ail the dollar figures in Table 5 are expressed in constant 1992 dollars to factor out the 
effects of inflation and to show the real purchasing power of welfare and related benefits over 
time. The percentages in the last two columns show increases or decreases in real purchasing 


power. 


The table provides comparisons of provincial and territorial benefits for 1986, 1989, 
1990, 1991 and 1992 for the single employable person, the single-parent family and the two- 
parent family. The National Council of Welfare did not include a single person with a disability 


23). 


in its original calculations of welfare incomes for 1986, so the comparison for this group is 
limited to 1989, 1990, 1991 and 1992. 


Between 1991 and 1992, most welfare recipients saw their incomes and their purchasing 
power increase, although the increases were generally modest. The declines between 1991 and 
1992 are largely attributable to the lack of across-the-board increases in welfare rates in Nova 
Scotia, Alberta and Yukon. 


The 1992 increases in Manitoba are explained partly by rate increases and partly by the 
change in the system for paying provincial tax credits to recipients of provincial welfare. The 
single person with a disability and the single-parent family in Table 5 received both their 1991 
and 1992 provincial tax credits during 1992. 


For the period from 1986 to 1992, the picture is somewhat different. Ontario had the 
largest and most consistent gains overall, but long-term increases in British Columbia and Yukon 
are also worth noting. 


The most significant increase in Quebec was the increase in rates for the single 
employable person. That came about as a result of reforms that raised welfare rates for single 
employable people under 30 to the same level as the rates for people 30 and over. In 1989, for 
example, the rate for single people under 30 worked out to $2,220 a year, while the rate for 
single people 30 and over was $6,084. 


The largest declines in welfare incomes over the years occurred in Alberta. Despite the 
significant increases in benefits that accompanied welfare reform in 1991, three of the 
households in the table were noticeably worse off in 1992 than in 1986. 


Overall, Table 5 shows a mix of gains and losses from one year to the next or from one 
category of recipient to another. No other program of income support is so erratic and so 
unpredictable over time. Clearly, the discretionary increases granted periodically by provincial 
and territorial cabinets are no substitute for annual cost-of-living increases guaranteed by law. 
And clearly, the federal government has contributed to the financial plight of welfare recipients 
by providing less than full indexation of the benefits that it provides directly. 
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Earnings Exemptions 


The figures in the tables above do not take into account the fact that welfare incomes may 
be increased by personal earnings. Each province and territory allows welfare recipients to 
retain a certain amount - a flat-rate sum and/or a percentage of net earnings - without any 
reduction in their welfare cheques. Nova Scotia and Manitoba have earnings exemptions based 
on gross rather than net earnings for recipients of provincial social assistance. 


These extra amounts were not included in the tables because it is not certain that 
recipients would actually increase their incomes by these levels. They may be unable to work 
or unable to find jobs. 


Allowable earnings exemptions in each province and territory are presented in Table 6. 
The exemptions vary by family size and sometimes by employability. All provinces recognize 
work-related expenses, including child care expenses in most cases. Welfare recipients are 
allowed to deduct all or some of these costs from their net earnings. In effect, that means that 
the actual earnings exemptions in some provinces are more generous than they appear at first 
glance. They also provide a greater incentive for people to take paying jobs. 


While provinces and territories are free to set their earnings exemption levels, they are 
expected to fall within federal parameters. Prior to October 1985, the federal government would 
not allow cost-sharing for provincial earnings exemptions which exceeded the following levels: 
for a single person, the greater of $95 or 25 percent of the amount of social assistance to which 
the person would be entitled if he or she had no income; for a family, the greater of $190 or 
25 percent of social assistance plus the family allowance and child tax credit benefits to which 
the household would be entitled if it had no income. 


In 1985, the federal government made special provision for cost-sharing in welfare 
programs with enhanced earnings exemptions. The initiative is part of the "four-corner 
agreements" involving the federal Ministers of Health and Welfare and Employment and 
Immigration and their respective provincial and territorial counterparts. The purpose of these 
agreements is to promote the participation of employable welfare recipients in the labour market. 


ge 


Enhanced earnings exemptions are important because they provide a means for welfare 
recipients to improve (at least marginally) the quality of their lives. These exemptions also 
encourage individuals to get experience in the labour market and to gain sufficient confidence 
to leave the welfare system. 


On the other hand, there is always the danger that provinces and territories will opt for 
higher earnings exemptions as a substitute for increases in basic welfare rates. In our view, that 
would be an abuse of the system, because it would deny adequate levels of support to welfare 
recipients who failed to obtain some kind of paying job through no fault of their own. 
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Conclusion 


The income provided by most provincial and territorial welfare programs is grossly 
inadequate for the vast majority of recipients. Most welfare incomes are far below the poverty 
line. Although welfare recipients are among the poorest of the poor in our society, they rarely 
get any guaranteed protection from increases in the cost of living. Between 1986 and 1992, 
some recipients actually became poorer. 


Welfare is a degrading experience for the vast majority of recipients. Applicants have 
to exhaust almost all their liquid assets to qualify for help. Welfare entitlements are determined 
by a labyrinth of rules and regulations that may or may not make sense. "Need" is as much a 
dictate of governments as it is a reflection of the cost of the necessities of life. The huge 
amount of discretion in the system makes it almost impossible to know whether people are being 
treated fairly. 


The National Council of Welfare acknowledges that modest improvements have been 
made in some provincial and territorial welfare programs since the publication of Welfare in 
Canada: The Tangled Safety Net in 1987. However, the only guarantee that welfare offers 
consistently is poverty. 
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NATIONAL COUNCIL OF WELFARE 


The National Council of Welfare was established by the Government 
Organization Act, 1969, as a citizens’ advisory body to the Minister of National 
Health and Welfare. Its mandate is to advise the Minister on matters pertaining 
to welfare. 


The Council consists of 21 members, drawn from across Canada and 
appointed by the Governor-in-Council. All are private citizens and serve in their 
personal capacities rather than as representatives of organizations or agencies. 
The membership of the Council has included past and present welfare recipients, 
public housing tenants and other low-income citizens, as well as lawyers, 
professors, social workers and others involved in voluntary service associations, 
private welfare agencies, and social work education. 


Reports by the National Council of Welfare deal with a wide range of 
issues on poverty and social policy in Canada, including: income security 
programs, medicare, poverty lines and poverty statistics, the retirement income 
system, the aged, tax reform, the working poor, children in poverty, community 
economic development, women and poverty, employment policy, single-parent 
families, social services, nutrition, community organizing, child welfare, poor 
people’s groups, legal aid/legal services, low-income consumers, poverty coverage 
in the press and welfare reform. 


On peut se procurer des exemplaires en frangais de 
toutes les publications du Conseil national du bien- 
étre social, en s’adressant au Conseil national du 
bien-étre social, Piéce 1876, Immeuble Jeanne 
Mance, Ottawa K1A OK9. 
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This report is the sixth of its kind by the National Council of Welfare. It estimates 
welfare incomes for the year 1993 for four types of households: a single employable person, a 
single person with a disability, a single-parent family with a child aged two, and a two-parent 
family with two children aged ten and 15. Similar estimates were published in Welfare in 


Canada: The Tangled Safety Net and previous versions of Welfare Incomes for the years 1989 
through 1992, 


The National Council of Welfare is grateful to officials of provincial and territorial 
governments for taking the time to review the factual material in this report and previous 
reports. A special thanks goes to Gilles Séguin of the social policy and information branch of 
the strategic policy group of Human Resources Development Canada for his assistance and 
insights over the years. 


All six reports show that welfare incomes in all parts of Canada fall well below the 
poverty line. They also represent only a small fraction of average incomes. Welfare Incomes 
1993 shows that welfare recipients in many parts of Canada were worse off financially in 1993 
than they were in 1992. Alberta actually cut its welfare rates, and benefits in most other 
provinces failed to keep pace with inflation. 


By themselves, income data cannot really describe the plight of the estimated three 
million Canadians who survived on the inadequate allowances paid by governments in 1993. 
Many thousands of children from welfare families go to school hungry. Many thousands of 
people with disabilities face disproportionately larger problems because of the additional 
expenses related to their disabilities. Many thousands of single people and families live in 
substandard housing. The only "choice" many people on welfare have is deciding how to cut 
back on food as the end of the month approaches and the money starts to run out. 
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What is Welfare? 


Social assistance or welfare is the income program of last resort in Canada. It provides 
financial assistance to individuals and families whose resources are inadequate to meet their 
needs and who have exhausted other avenues of support. 


Welfare is paid under the terms of the Canada Assistance Plan, an arrangement that 
allows the cost to be shared by the federal government and the provinces and territories. 
Although people talk about welfare as a single entity, there are really 12 welfare systems in 
Canada - one in each province and territory. Some would say there are hundreds of welfare 
systems, because of the leeway allowed to municipalities which run welfare programs in Nova 
Scotia, Ontario and Manitoba. 


Despite the fact that each of the 12 main welfare systems is different, they have many 
common features. They have complex rules which regulate all aspects of the system, including 
eligibility for assistance, the rates of assistance, the amounts recipients are allowed to keep from 
outside earnings, and the way in which applicants and recipients may question decisions 
regarding their cases. 


Eligibility 


Eligibility for welfare is based on some general rules, on a determination of fixed and 
liquid assets, and on a shortfall in household income as measured by a “needs test." 


Applicants must qualify for assistance on the basis of rules which vary widely throughout 
the country. For example, applicants must be of a certain age (usually between 18 and 65). 
Full-time students of post-secondary educational institutions may qualify for assistance in some 
provinces only if they meet specified conditions. In other provinces, they cannot apply for 
assistance without leaving their studies. Single parents must try to secure any court-ordered 
maintenance support to which they are entitled. Individuals who are disabled require medical 
certification of their conditions. Strikers are not eligible in most jurisdictions. Immigrants must 


try to obtain financial assistance from their sponsors. 


Applicants also must meet requirements concerning their fixed and liquid assets. The 
value of their non-exempt assets cannot exceed certain levels. Otherwise, applicants are 
considered to be self-reliant or potentially self-reliant because they can convert their fixed assets 
into liquid assets. 


Rules vary regarding the treatment of fixed assets. In most provinces, a principal 
residence and personal effects such as furniture and clothing are considered exempt. Most 
provinces exempt the value of a car, although some jurisdictions take into consideration factors 
such as the need for a private vehicle and the availability of public transportation. Property and 
equipment required for employment are generally considered exempt. 


The limits on liquid assets (cash, bonds and securities that are readily convertible to cash, 
and the cash value of life insurance in some provinces) are shown in Table 1 that follows. The 


amounts vary by household size and employability. 


Provinces and territories set their own maximum allowable liquid assets. If they want 
to qualify for cost-sharing, however, the amounts cannot exceed the maximums set by Ottawa. 


The federal maximums on liquid assets are: 
* $2,500 for a single person and $3,000 when an individual is aged or disabled. 


* $5,000 for a person with one dependent (spouse or child) and $5,500 when the 
applicant or spouse is aged or disabled. 


* an extra $500 for the second and each additional dependent. 
* an additional amount where this has been placed in a special fund or trust for 


purposes that the province considers to be socially important - for example, the 
education of a child or the purchase of equipment to overcome a disabling condition. 
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The liquid assets permitted by British Columbia match the federal maximums. 
Newfoundland and Ontario allow applicants for long-term assistance to have liquid assets that 
match federal levels, while Newfoundland, Nova Scotia, Ontario and Alberta permit the 
maximum levels for people with disabilities. Federal guidelines were last changed in July 1980. 


The maximums allowed by Ottawa and the provinces are very low and require individuals 
to be virtually penniless before they are eligible for financial aid. Disabled individuals in 
particular have expressed concern about the fact that these levels do not allow them to have a 
small "personal safety net" which they can use in the event of an emergency or special need. 


The determination of fixed and liquid assets is part of the needs test. Under this test, the 
needs of a household for food, clothing, shelter and other essential items are calculated - using 
criteria for need as determined by provincial and territorial governments. Special needs items, 
if they are deemed essential to daily living or are required for a regularly recurring need, are 
generally included in this calculation. 


The household income from various sources is identified. Some income, such as the 
federal child tax benefit and the federal GST credit, is normally considered exempt; it is not 
calculated as income available for the support of the applicant. Income from other sources such 
as employment, pensions and unemployment insurance is considered as income fully or partially 
available for support of the household. 


Total non-exempt income is subtracted from the total needs of the household. Applicants 
qualify if the household’s needs exceed its resources or if there is a budget surplus that is 
insufficient to meet the cost of a special need such as medications or disability-related 
equipment. 


The needs test is the central eligibility criterion required by the assistance provisions of 
the Canada Assistance Plan. The law authorizes the federal government to share the costs of 
welfare only on behalf of households that qualify on the basis of need. 


The needs test has a significant impact upon the shape of the welfare system. The test 
is fairly "intrusive." Applicants must reveal a significant amount of financial and personal 


information. A large bureaucracy is required, and individual welfare workers have room to 
make discretionary judgments in the application of welfare regulations. 


By contrast, eligibility for other income support programs such as the federal child tax 
benefit or Guaranteed Income Supplement for seniors is determined by an income test. This is 
a simpler and more objective test based on income alone, not assets or needs. Eligibility for the 
child tax benefit, for example, is based on net family income as reported on income tax returns. 


In summary, applicants are eligible for welfare if they qualify on the basis of certain 
general rules, if their assets fall within the guidelines on fixed and liquid assets, and if their 
needs exceed the financial resources available to them. 


Rates of Assistance 


Every province and territory uses a different method of calculating basic social assistance, 
which generally includes food, clothing, shelter, utilities, and an allowance for personal and 
household needs. 


Applicants and recipients may be eligible for extra assistance in most provinces if they 
have special needs such as medication, prosthetic devices, technical aids and equipment, special 
clothing or dental care. Assistance may be provided as cash or "in kind" in the form of 
vouchers, goods or services. 


Sometimes applicants require assistance only for a special needs item, because they are 
able to provide for other basic needs from their own resources. In such a case, the province or 
territory may grant the specific amount that the household requires, provided that the applicant 
is eligible under the needs test. 


Every province and territory has a list of special needs for which it will provide extra 
assistance. In some cases, only a portion of the cost of a particular item is paid. For example, 
the province may reimburse a certain percentage of dental costs, and the recipient is expected 
to pay the remaining amount. 


In Ontario, municipalities may make special assistance available for households that 
require financial help only for designated special needs. The fact that municipalities are not 
required to grant such assistance has created hardship for many low-income individuals and 
families with special needs. As of October 1, 1991, transportation required for medical 
treatment, surgical supplies and dressings, and diabetic supplies were reclassified as "special 
necessities." The change in designation means that these items must be provided to all welfare 
recipients who qualify - even recipients in municipalities which do not normally provide this kind 
of benefit. The Ontario government agreed to pick up a larger share of the cost of these items 
from municipal governments. 


All across Canada, welfare officials have some degree of discretion in deciding whether 
certain households qualify for special assistance under provincial or territorial welfare 
regulations. Discretion is both a strength and weakness of the welfare system. On the one 
hand, welfare recognizes the fact that individuals may have on-going or one-time special needs 
for which they require assistance. On the other hand, a person with special needs may be 
considered eligible for extra assistance by one welfare worker, but not by another. 


Table 2 presents a national picture of estimated welfare incomes for 1993. The incomes 
are for the basic needs of four household types: a single employable person, a single disabled 
person, a single-parent family with one child aged two and a two-parent family with two children 
aged ten and 15. To facilitate comparisons, we assumed that each of the households went on 
welfare on January 1, 1993, and remained on welfare for the entire calendar year. 


These rates must be interpreted with caution. They are estimates of what a particular 
family or single person might receive. Because welfare is such a highly individualized program 
of income support, every recipient is potentially eligible for a different amount of financial 
assistance. 


It is especially important to understand the derivation of the social assistance figures in 
Column 1. These figures are both maximum and minimum amounts. 


They are maximum amounts in that they represent the highest level of welfare that a 
designated province will provide to a given household unit for its basic living needs. Recipients 
might actually receive any amount up to and including that maximum level. 


At the same time, these figures are minimum amounts in that they do not generally 
include special needs assistance to which a given household may be entitled. 


Basic Social Assistance 


Column 1 represents the basic social assistance to which eligible households are entitled. 
Basic assistance generally includes an amount for food, clothing, shelter, utilities, and personal 
and household needs. 


In order to ensure to the greatest extent possible the comparability of the data, a number 
of assumptions were made in calculating basic assistance. These assumptions involve the size 
of a municipal area, two-tier welfare systems, the employability of recipients, accommodation, 
and rate increases. 


a. largest municipal area 


The rates of social assistance are for the largest municipal area in the province or 
territory. The shelter component of basic assistance may vary by region. Assistance may 
increase in more remote areas in order to compensate for higher living costs. For example, a 
higher supplementary fuel allowance is granted to recipients in Labrador than that provided to 
other residents of the province. A northern districts supplement is available in Ontario. 
Manitoba and Saskatchewan provide a supplementary northern food allowance. The food rates 


in the Northwest Territories vary by region. 


b. two-tier welfare systems 


Nova Scotia, Ontario and Manitoba had two-tier welfare systems in 1993. This means 
that the provincial government assumed responsibility for certain recipients (generally those 
considered to be unemployable) while municipal governments were responsible for other 
categories of recipients (generally those considered to be employable). 


soe 


In Ontario, municipalities have to conform to a standard set of rates for basic welfare 
assistance which is set by the province. There is wide variation, however, with respect to the 
provision of special assistance, which is the sole responsibility of Ontario municipalities. 


Manitoba has moved to standardize rates in its two-tiered welfare system, although the 
minimum rates established by the provincial government were not as high as the rates paid by 
the City of Winnipeg. The city accepted the standardized rates for adults, but decided to 
maintain higher rates for children, This extra amount for children on welfare is cost-shared by 
the city and the federal government, but not by the province. In Table 2, the rates for the single 
employable person and the couple with two children are the rates for the City of Winnipeg. 


In Nova Scotia, municipalities still set their own levels of assistance. The rates for single 
employable recipients and two-parent households in Table 2 were the rates for the City of 
Halifax. Rates for these households varied greatly in other municipalities in the province and 
were normally much lower than the rates in Halifax. 


c. employability of recipients 


Short-term rates of assistance (which are generally lower than long-term rates) were 
assigned to single employable individuals in all jurisdictions except Prince Edward Island. In 
fact, in some provinces, single employable persons are eligible for assistance for one month 
only, after which they must renew their applications, In order to "annualize" the rates presented 
in Table 2, it was assumed that these people started receiving welfare on January 1, 1993, and 
remained on assistance throughout the entire year, even though many recipients would not 
actually have been eligible on such a "long-term" basis. P.E.I. got rid of its short-term rates 
altogether as of April 1, 1990. 


Single disabled persons generally qualify for long-term rates of assistance. In Ontario, 
they are eligible for benefits under the Guaranteed Annual Income System for the Disabled 
(GAINS-D) program. In Alberta, disabled applicants may qualify for benefits under one of two 
programs - social assistance or Assured Income for the Severely Handicapped (AISH). The rates 
in Table 2 are for the social assistance program, although the corresponding rate of assistance 
for persons with severe and permanent disabilities is indicated in the accompanying footnotes. 


he 


In most cases, the single-parent family was assigned higher rates of assistance. It was 
generally presumed that this family was unemployable because of the young age of the child 
(two years). However, classification of the single-parent family actually varies throughout the 
country, and this variation is reflected in the calculations in Table 2. 


Single parents in Saskatchewan are not required to seek employment or take training if 
they choose to remain at home to care for a child under the age of six. In Alberta, single 
parents with children six months old or older now are considered employable. Single parents 
in New Brunswick and Quebec receive the benefits paid under the employability enhancement 
programs in these provinces - the Upgrading, Training and Placement Program and the Work 
and Employment Incentives Program, respectively. The employability enhancement programs 
provide lower rates of assistance than long-term welfare programs. 


Finally, the two-parent family with two children was considered to be employable for the 
purposes of these calculations. If, for some reason, the family was unemployable (for example, 
the family head was disabled), it would be eligible for higher rates of assistance. 
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Table 2 considers welfare recipients to be renters rather than homeowners. It also 
assumes that there was no sharing of accommodation. In all provinces, rates of assistance are 
reduced when unrelated individuals share housing. Under the Work and Employment Incentives 
Program for employable persons in Quebec, for example, the monthly assistance cheques of two 
households sharing accommodation were reduced by $100 each in 1993, 


Where shelter allowances do not include the cost of utilities, the latter were added to the 
shelter rates. Maximum allowable shelter rates were used in most jurisdictions. 


In the Northwest Territories, however, there are no maximum rates for shelter. Actual 
rents are paid, and these vary widely in the North. This edition of Welfare Incomes contains 
estimates for the Northwest Territories for the first time, using figures supplied by territorial 
officials, For the single employable person and the single person with a disability, basic welfare 
assistance was calculated using the highest rent and utilities actually paid for a bachelor suite in 
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Yellowknife. For the two families with children, the calculation was done using the highest rent 
and utilities actually paid for a two-bedroom apartment in Yellowknife. Because of the way the 
figures for the Northwest Territories are calculated, they are not directly comparable with 
figures for welfare programs which have ceilings on rent. 


e. rate increases 


Provincial and territorial governments increase their welfare rates from time to time, but 
rates are not normally indexed. Indexing means that the increases are provided in law and come 


into effect automatically at regular intervals. 


Quebec was the only jurisdiction to index its rates in 1993 and then only for welfare 
recipients under the Financial Support Program. Most other provinces granted discretionary 
increases to welfare recipients for 1993, some at the beginning of the year and others during the 
course of the year. The increases were incorporated in the calculations in Table 2 as of their 
effective dates. 


There were no across-the-board increases in Newfoundland, Prince Edward Island, Nova 
Scotia, Saskatchewan and Yukon in 1993. 


Alberta actually reduced its welfare rates as of October 1, 1993. The cuts were 
incorporated in the calculations as of that date, so their full impact will not be apparent until the 
publication of Welfare Incomes 1994 next year. 


Quebec reduced its welfare rates for certain categories of recipients under the Work and 
Employment Incentives Program as of October 1, 1993, but the reductions applied only to 
people who started receiving welfare after that date. People already on welfare were not 
affected. Because the calculations in this report assume that all the households went on welfare 
on January 1, 1993, the reductions will not show up in the calculations until Welfare Incomes 
1994. 
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Special Assistance 


Two kinds of assistance may be provided for special needs. First, there are regularly 
recurring needs within certain groups, such as people with disabilities, Second, there are "one- 
time" special needs which are determined case by case. One-time special needs include items 
such as funeral expenses, moving costs or emergency home repairs. 


Decisions to provide either type of special assistance are made by individual welfare 
workers. In some cases, approval is required from an administrator, director or designated 
professional such as a doctor. 


Because it is impossible to know whether individuals receive special assistance and 
because the amount and type of help vary by household, these extra amounts have not been 
included in the calculation of estimated welfare income. 


Special assistance has been incorporated in Column 2 of Table 2 only when it is 
automatically provided to certain recipients. Examples of special assistance include: extra 
assistance for disabled persons, money for school expenses, winter clothing allowances for 
families with children, and Christmas allowances. The footnotes explain the nature of the 
special assistance in each jurisdiction. 


Child Tax Benefit 


Previous editions of Welfare Incomes included amounts for federal family allowances and 
the federal refundable child tax credit. As of January 1, 1993, these two benefits, along with 
the non-refundable children’s credit on federal income tax forms, were replaced by the federal 
child tax benefit. The benefit is paid monthly. 


The maximum amount in 1993 was $1,020 a year for each child under the age of 18. 
A supplement of $213 a year was paid for each child under the age of seven. 


All provinces and territories except Saskatchewan consider the child tax benefit to be 
exempt income in the calculation of welfare benefits. Saskatchewan deducts the value of the 
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family allowance component of the child tax benefit (estimated at $34.88 a month for each child 
in 1993) from its welfare payments. To account for this in Table 2, the rates of assistance in 
Column 1 for the two households with children in Saskatchewan have been reduced by $34.88 


a month for each child. 


Child-Related Benefits 


Child-related benefits refer to additional benefits that some provinces provide to low- 
income families with dependent children. Quebec provides a family allowance over and above 
the federal child tax benefit. Quebec also makes available a special allowance to families with 
children under six called the Allowance for Young Children. It was worth $9.77 a month in 
1993 for the first child under six. 


Manitoba provides up to $30 a month per child to low-income families under the Child 
Related Income Support Program (CRISP). The maximum benefit went to families with net 
incomes of $12,384 a year or less. Under a change in provincial government policy that took 
effect on April 1, 1993, families on both municipal and provincial welfare lose a dollar of their 
welfare cheques for every dollar received from CRISP. For this reason, CRISP is included in 
Column 1 along with basic social assistance. Prior to April 1, 1993, the couple with two 
children on municipal welfare in Winnipeg received CRISP benefits with no reduction in 
welfare. This amount is shown separately in Column 4. 


The Family Income Plan in Saskatchewan provides non-taxable cash assistance for 
eligible families with dependent children under 18 years of age. Effective July 1, 1993, 
maximum benefits were $105 a month for each of the first three children in a family and $95 
a month for the fourth and subsequent children. The maximum benefit went to families with 
incomes of $725 a month or less, not including the federal child tax benefit. This amount is not 
presented as a separate entry in Column 4 because the province includes it in the rates of 
assistance for families on welfare. 
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GST Credit 


Column 5 is the federal refundable credit for the Goods and Services Tax. The-GST 
credit is paid quarterly. The four payments received in 1993 added up to a maximum of $196 
for each adult or the first child in a single-parent family. For other dependent children, the total 
for the year was a maximum of $103.50 a child. 


Single adults, including single parents, also received a single person’s supplement if their 
1992 incomes exceeded $6,456. The maximum supplement for 1993 was $105. 


Provincial Tax Credits 


The tax credits in Column 6 are the Sales Tax Credit in Quebec, the Sales and Property 
Tax Credits in Ontario, and the Cost of Living and Property Tax Credits in Manitoba. 


In 1992, Manitoba announced that recipients of provincial welfare would receive their 
tax credits as monthly payments added to their welfare cheques. Recipients of municipal welfare 
continue to receive them once a year at income tax time. For the single person with a disability 
and the single-parent family, the monthly instalments of the credits are incorporated in Column 
1. For the single employable person and couple with children on municipal welfare, the credits 


appear in Column 6. 
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Adequacy of Benefits 


Many of the incomes in Table 2 are abysmally low. To demonstrate just how low, we 
compared them with the low income cut-offs of Statistics Canada for 1993. The results are 
shown in Table 3. 


Each year, the federal agency calculates low income cut-offs for households of different 
sizes living in communities of different sizes. They approximate levels of gross income where 
people are forced to spend disproportionate amounts of their incomes on food, shelter and 
clothing. 


The National Council of Welfare regards the cut-offs as poverty lines. Like any poverty 
lines, they have their limitations, but they are widely accepted as a benchmark for judging 
income adequacy in Canada. Other studies of poverty, especially local surveys using a "market 
basket" approach, have produced comparable results. 


Some provincial governments maintain that the poverty lines are an especially imperfect 
measure of poverty when it comes to welfare incomes, because the lines are based on pre-tax 
income and welfare benefits are not taxable. In reality, most of the incomes in Table 3 are so 
low that there is no difference between taxable and non-taxable income. For example, single 
employable people in New Brunswick with total incomes of $3,256 in 1993 were poor by any 
standard. Even if they had earned income instead of receiving welfare income, they would have 
been exempt from income tax because their earnings were so low. 


Some provinces also contend that welfare is intended to provide only the bare necessities 
of life, while incomes at the level of the low income cut-offs are high enough to allow some 
discretionary spending as well. The National Council of Welfare has no sympathy for that 
argument. The fact is that the cut-offs already represent very low levels of income. The only 
"discretion" many welfare recipients have is how to cut back on food when the money starts 
running short toward the end of the month. 


As Table 3 shows, Prince Edward Island and Ontario are two provinces where welfare 
incomes are closer to the poverty lines than elsewhere, although still substantially below the 
lines. Some of the rates in other provinces, especially rates for single employables, are far 


es 


below the lines. Welfare incomes which reach only one-quarter or one-third of the poverty line 
are unacceptably low and should be raised at the earliest possible date. 


Column 1 of the table shows welfare incomes for different types of households in the ten 
provinces in 1993. Neither of the territories is included in this table because they are 
specifically excluded from the survey used to generate the cut-offs. 


Column 2 indicates the poverty lines - the low income cut-offs of Statistics Canada (1986 
base) - for the largest city in each province. The poverty gap - or difference between total 
income and the poverty lines - is indicated in Column 3. Column 4 represents total welfare 
income as a percentage of the poverty line - that is, welfare income divided by the poverty line. 


Welfare incomes for single employable people were by far the least adequate, ranging 
from 24 percent of the poverty line in New Brunswick to 62 percent of the poverty line in Prince 
Edward Island. Benefits for single disabled people fell between 44 percent of the line in Alberta 
and 76 percent in Ontario. Welfare incomes for single-parent families ranged from a low of 
54 percent in Manitoba and Alberta to a high of 80 percent in Ontario. Finally, the incomes of 
two-parent families with two children fell between 45 percent of the poverty line in New 
Brunswick and 73 percent in Prince Edward Island and Ontario. 


On the whole, the adequacy of benefits has not improved significantly since the 
calculation of rates for 1986 in The Tangled Safety Net. 
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TABLE 3 


ADEQUACY OF BENEFITS, 1993 


Total Welfare 
Total Poverty Poverty | Income as % of 
Income Line Gap Poverty Line 


NEWFOUNDLAND 
Single Employable 4,522 Jha id i 
Disabled Person 8,541 13,572 -5,031 63% 
Single Parent, One Child 12,986 18,398 -5,412 711% 
14,825 26,922 


Couple, Two Children 
PRINCE EDWARD ISLAND 
Single Employable 13,259 
Disabled Person 9,294 13,259 -3,965 10% 
Single Parent, One Child ead ae 17,973 -5,200 71% 
26,302 


Couple, Two Children 
NOVA SCOTIA 
Single Employable 6,100 leben e -7,472 45% 
Disabled Person 8,637 [ano -4,935 64% 
Single Parent, One Child 12,080 18,398 -6,318 66% 
ST 26,922 


Couple, Two Children 
NEW BRUNSWICK 


Single Employable 3,256 13 S72 -10,316 24% 
Disabled Person 8,238 a5 72 -5 334 61% 
Single Parent, One Child 10,150 18,398 -8,248 55% 


26,922 


Couple, Two Children 
| QUEBEC 
Single Employable 6,316 15,452 -9,136 
Disabled Person 8,164 15,452 -7,288 53% 
Single Parent, One Child 12,607 20,945 -8,338 60% 
16,2511 30,655 


Couple, Two Children 
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TABLE 3 (Continued) 


Total Welfare 
Total Poverty Poverty Income as % of 
Income Line Gap Poverty Line 


ONTARIO 

Single Employable 

Disabled Person 

Single Parent, One Child 

Couple, Two Children 

MANITOBA 

Single Employable 

Disabled Person 

Single Parent, One Child 

Couple, Two Children 

SASKATCHEWAN 

Single Employable 5,956 132572 

Disabled Person 8,512 1s ayy 

Single Parent, One Child 12,093 18,398 

Couple, Two Children | 176382 26,922 

ALBERTA 

Single Employable ; 15,452 -9 844 
Disabled Person ; Way ey. -8,669 
Single Parent, One Child : 20,945 -9 664 
Couple, Two Children 3 30,655 -12,533 
BRITISH COLUMBIA 

Single Employable 

Disabled Person 

Single Parent, One Child 

Couple, Two Children 
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Welfare and Average Incomes 


The low level of financial support provided by social assistance is also evident when 
measured against average incomes. Welfare provides only a small part of the income that most 
Canadians would consider normal or reasonable. 


Table 4 on the next page compares the welfare incomes of our four typical households 
with average incomes for the appropriate household type in each province. 


The averages are 1993 estimates by the National Council of Welfare based on data 
collected by Statistics Canada in the Survey of Consumer Finances for 1992. For the single 
employable person and the single disabled person, we used average incomes in each province 
for unattached people under the age of 65. For single parents, we used the average incomes of 
single parents under 65 with children under 18. The size of the sample for single parents was 
too small to be reliable in Newfoundland and Prince Edward Island. For the two-parent family, 
we used the average incomes of couples under 65 with children under 18. 


Table 4 makes it clear that welfare incomes are far below average. A single employable 
person on welfare received from 16 percent to 40 percent of the average income received by 
single people under 65. The disabled person on welfare got 27 to 46 percent of the average. 
Single-parent families had 40 to 62 percent of average incomes, but it is worth noting that 
average incomes for single-parent families in general are far below average incomes for couples 
with children. The two-parent family on welfare had between 23 and 38 percent of average 
incomes. 
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TABLE 4 


WELFARE INCOMES AS PERCENTAGE OF AVERAGE INCOMES, 
BY FAMILY TYPE AND PROVINCE, 1993 


Welfare Estimated Welfare Income as % of 
Income Average Income | Estimated Average Income 


NEWFOUNDLAND 
Single Employable 
Disabled Person 
Single Parent, One Child 
Couple, Two Children io 47,756 
PRINCE EDWARD ISLAND 
Single Employable 8,180 20,236 
Disabled Person 9,294 
Single Parent, One Child 2773 
Couple, Two Children 19,110 
NOVA SCOTIA 
Single Employable 
Disabled Person ! 19,860 
Single Parent, One Child ; 19,783 
Couple, Two Children : 55,499 
NEW _ BRUNSWICK 
Single Employable 
Disabled Person 

| Single Parent, One Child 
Couple, Two Children 
QUEBEC 
Single Employable ; 23,208 
Disabled Person : 23,253 
Single Parent, One Child s 26,449 
Couple, Two Children ; 993324 
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TABLE 4 (Continued) 


Income Average Income | Estimated Average Income 
ONTARIO 
Single Employable 
Disabled Person 
Single Parent, One Child 
Couple, Two Children 
MANITOBA 
Single Employable 1250 20,200 
Disabled Person Be2o7 20,200 
Single Parent, One Child 11,386 28,200 
Couple, Two Children 19,410 56,535 
SASKATCHEWAN 


Single Employable 


Disabled Person 

Single Parent, One Child 

Couple, Two Children 

ALBERTA 

Single Employable 5,608 
Disabled Person 6,783 
Single Parent, One Child bV231 
Couple, Two Children 18,122 
BRITISH COLUMBIA 

Single Employable 6,639 
Disabled Person 9,318 
Single Parent, One Child 13,345 
Couple, Two Children L7304 
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Provincial and Territorial Benefits Over Time 


One of the major improvements in social programs during the last two decades was the 
introduction of indexation. Indexation is a way of guaranteeing by law that people get cost-of- 
living increases in their benefits on a regular basis. The most common form is annual raises that 
are linked to the Consumer Price Index of Statistics Canada. Increases in benefits are automatic 
and do not require any further legislative or administrative approval once an indexing system 
is in place. 


Unfortunately, the federal government has done away with full indexation in many of its 
programs. Meanwhile, provinces and territories have generally refused to provide the benefits 
of indexation to poor people who are forced to fall back on welfare. People who receive 
benefits under Quebec’s Financial Support Program were the only welfare recipients in Canada 
who had their benefits protected from inflation by law in 1993. 


Table 5 shows that some welfare recipients have seen the value of their benefits decline 
over the years because of the lack of indexation. The figures for 1993 consist of benefits taken 
from Table 2 that are exclusively within provincial and territorial jurisdiction - in other words, 
total welfare incomes minus the federal child tax benefit and the GST credit. Comparable 
figures for other years were calculated from Welfare in Canada: The Tangled Safety Net and 
previous editions of Welfare Incomes. 


Using the Consumer Price Index, all the dollar figures in Table 5 are expressed in 
constant 1993 dollars to factor out the effects of inflation and to show the real purchasing power 
of welfare and related benefits over time. The percentages in the last two columns show 


increases or decreases in real purchasing power. 


The table provides comparisons of provincial and territorial benefits for 1986, 1989, 
1990, 1991, 1992 and 1993 for the single employable person, the single-parent family and the 
two-parent family. The National Council of Welfare did not include a single person with a 
disability in its original calculations of welfare incomes for 1986, so the comparison for this 


group is limited to 1989 through 1993. 


oye 


There are no figures for the Northwest Territories in Table 5 because the first estimates 
of welfare incomes were done for 1993. 


Between 1991 and 1992, most welfare recipients saw their incomes and their purchasing 
power increase modestly. The picture changed markedly in 1993, however. 


The table shows small increases between 1992 and 1993 for all four household types of 
welfare recipients in British Columbia and scattered increases for a few household types in other 
provinces. There were far more losses than gains, however, with the sharpest losses in Alberta 
and Manitoba. 


The declines in Alberta were due largely to the provincial government’s decision to 
reduce welfare rates as of October 1, 1993. 


The losses in Manitoba were due to a combination of changes involving basic rates of 
assistance, provincial tax credits and provincial child-related benefits. The person with a 
disability and the single-parent family had received larger-than-normal tax credits in 1992 
because of a change in the way the credits are paid. Their total incomes fell in 1993 largely 
because the new system was fully phased in. As of April 1, 1993, the couple with children 
receiving welfare from the City of Winnipeg lost a dollar of welfare for every dollar received 
from the Child Related Income Support Program (CRISP). 


For the period from 1986 to 1993, there were major losses in Alberta and reasonably 
consistent gains in Quebec, Ontario and British Columbia. 


The largest declines in welfare incomes over the period occurred in Alberta, but they 
were by no means consistent from one year to the next. There were losses in the years prior 
to 1991, significant increases in 1991 as a result of provincial welfare reform, and actual cuts 
in benefits as of late 1993. The single employable person saw a drop of 31.5 percent in welfare 
and other provincial benefits between 1986 and 1993, the single-parent family experienced a 
drop of 14.7 percent, and the couple with children was down 10.6 percent. 


The most significant increase over the years occurred in Quebec in the rate for the single 
employable person. That came about as a result of reforms that raised welfare rates for single 


wae 


employable people under 30 to the same level as rates for people 30 and over. In 1989 - prior 
to the reforms - the rate for single people under 30 had been $2,220 a year, while the rate for 
single people 30 and over was $6,084. 


Overall, Table 5 shows a mix of gains and losses from one year to the next or from one 
category of recipient to another. No other program of income support is so erratic and so 
unpredictable over time. Clearly, the discretionary increases granted periodically by provincial 
and territorial cabinets are no substitute for annual cost-of-living increases guaranteed by law. 
And clearly, the federal government has contributed to the financial plight of welfare recipients 
by providing less than full indexation of the benefits that it provides directly. 
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Earnings Exemptions 


The figures in the tables above do not take into account the fact that welfare incomes may 
be increased by personal earnings. Each province and territory allows welfare recipients to 
retain a certain amount - a flat-rate sum and/or a percentage of earnings - without any reduction 
in their welfare cheques. These extra amounts were not included in the tables because it is not 
certain that recipients would actually increase their incomes by these levels. They may be 
unable to work or unable to find jobs. 


Allowable earnings exemptions in each province and territory are presented in Table 6. 
The exemptions vary by family size and sometimes by employability. All provinces recognize 
work-related expenses, including child care expenses in most cases. Welfare recipients are 
allowed to deduct all or some of these costs from their earnings. In effect, that means that the 
actual earnings exemptions in some provinces are more generous than they appear at first glance. 
They also provide a greater incentive for people to take paying jobs. 


While provinces and territories are free to set their earnings exemption levels, they are 
expected to fall within federal parameters. Prior to October 1985, the federal government would 
not allow cost-sharing for provincial earnings exemptions which exceeded the following levels: 
for a single person, the greater of $95 or 25 percent of the amount of social assistance to which 
the person would be entitled if he or she had no income; for a family, the greater of $190 or 
25 percent of social assistance plus the family allowance and the refundable child tax credit 
benefits to which the household would be entitled if it had no income. 


In 1985, the federal government made special provision for cost-sharing in welfare 
programs with enhanced earnings exemptions. The initiative was part of the "four-corner 
agreements" involving the federal Ministers of Health and Welfare and Employment and 
Immigration and their respective provincial and territorial counterparts. The purpose of these 
agreements was to promote the participation of employable welfare recipients in the labour 


market. 


Enhanced earnings exemptions are important because they provide a means for welfare 
recipients to improve (at least marginally) the quality of their lives. These exemptions also 


2iQ0? 


encourage individuals to get experience in the labour market and to gain sufficient confidence 


to leave the welfare system. 


On the other hand, there is always the danger that provinces and territories will opt for 
higher earnings exemptions as a substitute for increases in basic welfare rates. In our view, that 
would be an abuse of the system, because it would deny adequate levels of support to welfare 
recipients who failed to obtain some kind of paying job through no fault of their own. 
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Conclusion 


The income provided by most provincial and territorial welfare programs is grossly 
inadequate for the vast majority of recipients. Most welfare incomes are far below the poverty 
line. Although welfare recipients are among the poorest of the poor in our society, they rarely 
get any guaranteed protection from increases in the cost of living. Between 1986 and 1993, 
some recipients actually became poorer. 


Welfare is a degrading experience for the vast majority of recipients. Applicants have 
to exhaust almost all their liquid assets to qualify for help. Welfare entitlements are determined 
by a labyrinth of rules and regulations that may or may not make sense. "Need" is as much a 
dictate of governments as it is a reflection of the cost of the necessities of life. The huge 
amount of discretion in the system makes it almost impossible to know whether people are being 
treated fairly. 


The National Council of Welfare acknowledges that modest improvements have been 
made in some provincial and territorial welfare programs since the publication of Welfare in 
Canada: The Tangled Safety Net in 1987. However, the only guarantee that welfare offers 
consistently is poverty. 
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MEMBERS OF THE NATIONAL COUNCIL OF WELFARE 


. Claudette Arsenault Bradshaw 
. Lucie Blais 

. Jon Buttrum 

. Ute Davies 

. Helen Margaret Finucane 
. Sylvia Gwozd 

. Bruce Hardy 

. J. Michael Miltenberger 
. Nancy Nash-Foster 

. David S. Northcott 

. Ronald Noseworthy 


. Calvin A. White 


Moncton, New Brunswick 
Sullivan, Quebec 
Hamilton, Ontario 
Calgary, Alberta 


Regina, Saskatchewan 


Richmond, British Columbia 


North Delta, British Columbia 


Fort Smith, Northwest Territories 


Kingston, Ontario 
Winnipeg, Manitoba 
Grand Bank, Newfoundland 


Flat Bay, Newfoundland 
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Acting Director: Steve Kerstetter 


Liaison Officer: Carole Lanthier Bayram 


Publications Officer: Anna Kyle 
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ATIONAL IL OF WELFAR 


The National Council of Welfare was established by the Government 
Organization Act, 1969, as a citizens’ advisory body to the federal government. 
It advises the Minister of Human Resources Development on matters of concern 
to low-income Canadians. 


The Council consists of 21 members, drawn from across Canada and 
appointed by the Governor-in-Council. All are private citizens and serve in their 
personal capacities rather than as representatives of organizations or agencies. 
The membership of the Council has included past and present welfare recipients, 
public housing tenants and other low-income people, as well as educators, social 
workers and people involved in voluntary or charitable organizations. 


Reports by the National Council of Welfare deal with a wide range of 
issues on poverty and social policy in Canada, including: income security 
programs, welfare reform, medicare, poverty lines and poverty statistics, the 
retirement income system, taxation, labour market issues, social services and legal 


aid. 


On peut se procurer des exemplaires en francais de 
toutes les publications du Conseil national du bien- 
étre social, en s’adressant au Conseil national du 
bien-étre social, Piéce 1876, Immeuble Jeanne 
Mance, Ottawa K1A OK9. 
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